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HOW EFFICIENCY IN MANAGEMENT 
IS TRANSLATED INTO PROFITS 


— 74 LEADING COMPANIES COMPARED 
By HOWARD WINGATE 
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more money 








This sign 
means 





Is coming 
to town 


In the areas served by the more than 700 loan offices displaying 
this sign, there is more money in circulation—more than a 


quarter of a billion dollars. 


This vast sum is fed into the streams of commerce through 
small loans averaging $297. These loans are generally made to 
families to help them with obligations already incurred, and 


therefore are not inflationary. 


Merchants and professional men find their “slow” accounts 
being liquidated with funds made available by the BENEFICIAL 
Loan System. This helps them save money, means less work, 
re-instates accounts to good standing and saves time and 


trouble all around. 


The families thus aided also find that Beneficial Loans are 
not only helpful with their budgets, but bring peace of mind 


as well. d Beneficial Loan is for a beneficial purpose. 


WILMINGTON, DELAWARE 
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Subsidiary loan companies operate under the following names: PERSONAL. FINANCE COMPANY 
COMMONWEALTH LOAN Co.... LINCOLN LOAN CORPORATION . ..WORKINGMEN’S LOAN ASSOCIATION, ING. ... BENEFICIAL FINANCE Co. 
CONSUMERS CREDIT COMPANY ... PROVIDENT LOAN AND SAVINGS SOCIETY OF DETROIT 
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INVESTMENT COMPANY 
OF ILLINOIS 


SQqH consecutive 
DIVIDEND 
ON COMMON STOCK 


The Board of Directors declared 
aregular quarterly dividend on 


the Common Stock of 40 cents 
per share, payable December 
1, 1952, to stockholders of 
record November 15, 1952. 

D. L. BARNES, JR. 


Treasurer 
October 29, 1952 


Financing the Consumer through na- 
tion-wide subsidiaries — principally 


Public Loan Corporation 
Domestic Finance Corporation 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 
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1902 1952 
THE TEXAS COMPANY 
20 1st 
Consecutive Dividend 
and Extra Dividend 





A regular quarterly dividend of 
seventy-five cents (75¢) per share 
and an Extra dividend of thirty 
cents (30¢) per share on the Capi- 
tal Stock of the Company have been 
declared this day, payable on De- 
cember 10, 1952, to stockholders of 
record at the close of business on 
November 7, 1952. 

The stock transfer books will re 
main open. 

Rosert FISHER 
October 24, 1952 Treasurer 


























UNton CARBIDE 


| AND CARBON CORPORATION | 
| UCC 
| A quarterly dividend of fifty cents 


| 





(50¢) per share and a special divi- 
dend of fifty cents (50¢) per share | 
have been declared on the out- 
standing capital stock of this Cor- 
poration. These dividends, total- 
ling one dollar ($1.00) per share, are 
payable in cash December 1, 1952 
to stockholders of record at the 
close of business November 7, 1952. | 


KENNETH H. HANNAN, 


Secretary and Treasurer 
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Cc. G. Wycxkorr, Editor-Publisher 


Economics ~~ 


Foreign Affairs, 


The Trend of Events 


ELECTION GIVEN SETBACK TO LABOR LEADERS... One 
of the most salutary effects of the election will be 
the ending of the political power of the labor union 
chieftains. Judged by an analysis of the voting sta- 
tistics in the heavily industrialized areas, it would 
seem that large numbers of the union members 
refused to follow the official political line of their 
organizations, and, in effect, repudiated their leaders. 
Incidentally, this may dispose once and for all of the 
theory that votes “en bloc” can be delivered in an 
American election. 

During the Truman administration, the excessive 
power of union labor leaders has been evidenced to 
the dismay of the nation, on many occasions. This 
has had a particularly unfortunate effect since im- 
portant economic decisions were often made not on 
their intrinsic merits but on the basis of political 
expediency. The method of handling of the steel 
union-management dispute by Truman is a case in 
point. It is not surprising that the President should 
have been accused of favoring the union position 
solely in order to gain their support for the Fair 
Deal in the developing political campaign. It is this 
sort of manipulation — quite foreign to our American 
ways—which has given a 


stated that the unions had no business to be in poli- 
tics and that they would meet disaster if they should 
ever violate this tenet. It is apparent that the old 
labor leader had better foresight than some of his 
present-day successors. This is the lesson that the 
election should have for the union chiefs. 


RECENT VARIATIONS IN PRICE PATTERNS... In its 
recent Survey of Current Business, the Department 
of Commerce points out that the salient features of 
the over-all price situation are: divergent movements 
in farm products; firmness of consumer goods and 
industrial raw materials, contrasting with earlier 
weakness; and, stability of the domestic price struc- 
ture under the influence of a strong over-all demand. 

From the above, it appears conclusive that marked 
inflationary or deflationary price trends are not con- 
sidered probabilities in the near future by business 
interests. Apparently, we have reached a more or less 
firm plateau in the price level for the time being. 
In respect to specific elements in the business picture, 
the following details stand out: (1) the action of 
spot markets indicates a balance between demand 
and supply of basic raw materials: and (2) new 
orders for manufactured prod- 





ucts, in addition to the high 











wholly spurious cast to many 
of the government’s economic 
measures. 

Apparently the workers 
themselves, to a surprising de- 
gree, see the danger in this 
type of liason between their 
unions and the government. 
Many years ago, Samuel Gom- 
pers, the founder of the mod- 
ern trade union in America, 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 











level of unfilled orders, are ris- 
ing sufficiently to maintain in- 
dustrial levels at a high point. 
From all signs, it would ap- 
pear that merchants generally 
are buying normally in respect 
to requirements, indicating a 
greater feeling of assurance as 
to near-term prospects. 

The relative stability pic- 
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cured in the above tends to conceal the fact that there 
are contrasting movements in wholesale and retail 
prices. The latter are now approximately at an all- 
time high, despite a slight recent leveling, whereas 
wholesale prices have.been in a more or less steady 
down trend since the early part of 1951. Recently, 
however, wholesale prices have been firmer. 

A significant factor in the rise in consumer prices 
is that major components in manufactured goods are 
still in an uptrend, due to two cost elements, higher 
wages and higher freight rates. This has a firming 
effect on the prices of consumer goods, despite the 
lower wholesale price level which is still maintained. 

While the general price structure is stable, it is 
clear that an essential for continued stability is the 
maintenance of high production and employment. 
The situation is in such a delicate state of balance 
that any unusual increase (or decrease) in produc- 
tion and employment would have a more than normal 
effect on the price level. For that reason, a projection 
of future price levels can be undertaken only on the 
basis of near-term probabilities, The longer-term 
trend remaining fairly obscure. 


QUARTERLY EARNINGS REPORTS DEMANDED BY S.E.C. 
..- The Securities & Exchange Commission has pro- 
posed some important revisions in its requirements 
for quarterly earnings reports and in its rules cov- 
ering voting by “proxy.” 

Under existing regulations, the S.E.C. has juris- 
diction over the type of earnings reports issued by 
all companies listed on the national Exchanges, and 
those which have registered securities with the Com- 
mission. Mandatory in reports issued to the Commis- 
sion since 1944 have been such items as quarterly 
gross sales and operating revenues. Though not actu- 
ally required to do so by the S.E.C., about 87% of 
the companies listed on the N. Y. Stock Exchange, 
for example, issue data giving quarterly earnings. 
This includes most of the large companies operating 
in the United States. Under the proposed regulations, 
all of the remaining companies will be compelled to 
report the required information on quarterly earn- 
ings to the Commission. 

This step should be approved as another step for- 
ward in creating investor confidence. As such, of 
course, it has the support of the New York Stock 
Exchange. The New York Curb Exchange, however, 
which has heretofore been exempt from the ruling 
compelling quarterly earning statements to the 
S.E.C., opposes the anticipated new ruling on the 
ground of discrimination, since unlisted companies 
with unregistered securities are exempt from the 
reporting requirement. This is an understandable 
position in view of the relationship between a num- 
ber of Curb securities and the over-the-counter 
market. 

We think, however, that the best interests of all 
who are concerned with securities are served by 
advancing the cause of providing the fullest possible 
public information. The desirability of adequate dis- 
closure of earnings and financial position has been 
recognized to an increasing degree by those of the 
nation’s business enterprises whose securities are 
dealt in publicly. This is especially true at a time 
like this when a growing number of corporations 
find themselves in need of financing. It is evident that 
registration of the new securities with the S.E.C. 


is not sufficient as a source of information to in- 
vestors who need the background of steady, regular 
reports in order to determine the desirability of any 
contemplated investment. 


1.C.C. REGULATIONS OUT-OF-DATE... Judged by the 
recovery in earning power of most of the nation’s 
railroads, it would not seem that they are in fact 
laboring under an antiquated system of regulation. 
Yet this is the case and has been for many years. 

In recognition of the existing inequities in the 
situation, the president of the Lackawanna system 
mentions five steps that should be taken to modern- 
ize the system of railroad regulations. They are: 

1. all forms of transportation should pay a fair 
share of the cost of facilities provided by public 
funds. 

2. unreasonable delays in rate hearings to be 
eliminated. 

3. I.C.C. to consider the effects of proposed rates 
on maintenance of credit instead of, as now, on 
railroad traffic volume. 

4. repeal of long and short-haul clause, which dis- 
criminates against the carriers in favor of highway 
and air transport. 

5. greater flexibility in appeals to the I.C.C. 
against unfavorable State Commission decisions, 
especially with respect to abandonment of passenger 
service where this is unprofitable. 

Naturally, these proposals express the railroad 
viewpoint and will be contested by the other trans- 
portation interests. Both sides have a duty to their 
stockholders and should present the best possible 
case to the authorities. The general public is entitled 
to consideration also. 

We believe that a thorough investigation should be 
made into methods in force under I.C.C. regulation. 
Where, after comprehensive hearings, it should be 
shown that a new approach is feasible and equitable 
and that new policies should be adopted, action along 
such lines should be forthcoming. It should not be 
forgotten that the present Interstate Commerce Law 
has been in force for many years. During that period, 
the entire economic structure of the nation has been 
greatly altered, and this has basically affected the 
transportation industries. Under the circumstances, 
it is necessary that the present status be brought up 
to date and into harmony with transportation condi- 
tions as they actually are and not as they were 
several decades ago. 


SIGNIFICANCE OF COMMON STOCK YIELDS... A re- 
cent tabulation of the New York Stock Exchange 
shows that 955 out of the 1069 common stocks listed 
had paid cash dividends in the first nine months. The 
average yield on the dividend-payers was approxi- 
mately 6.5%. 

This is an extraordinarily high yield in a period 
of general prosperity. There are two obvious inter- 
pretations, both diametrically opposite. One is that 
yields are large because of lack of confidence in the 
permanence of the current high level of payments. 
The other is that the market has been too pessimistic 
in its appraisal of dividend prospects. 

It is quite possible that the uncertainties created 
by the outgoing Administration’s economic philoso- 
phy has had a good deal to do with the comparatively 
low market appraisal of the future of dividends. In 
that event, it may be (Please turn to page 212) 
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By JOHN KING 


A NEW ERA FOR AMERICA 


Te overwhelming mandate given General 
Eisenhower marks the end of a bitter and confused 
era in American history and what we confidently 
believe will be the beginning of a period of good-will 
and unity throughout the land. To expect one man 
to accomplish this great good seemingly is to expect 
the impossible. Yet, the American people in their 
overwhelming en- 
dorsement have pro- 
claimed their faith in 
this man in their in- 
stinctive appreciation 
of his extraordinary 


capabilities. 
The massive sup- 
port of the next Presi- 


dent in every corner 
of the nation — in it- 
self an unprecedented 
phenomenon — arises 
from depths of feel- 
ing and intuition that 
the national crisis in- 
deed called for a 
change of a most 
drastic nature. In this 
sense, the election 
triumph was a vic- 
tory not only for the 
General but for the 
American people 
themselves. 

In recent years, 
our people have found 
themselves virtually 
leaderless at a time 
of the utmost gravity 
not only in our own 
affairs but in those of 
the entire world. This has led to a mounting sense of 
frustration and fear for the future. It was inevitable, 
under these growing apprehensions, that the nation 
should seek one who could give leadership and a firm 
sense of direction to us and the entire free world. 


A New Road to Follow 


In the newly found feeling of unity which is bound 
to envelop all classes, a new spirit of constructive 
purpose will emerge that can lift us to heights never 
before considered possible to attain. But this will 
be accomplished only if we abandon the false roads 
which we have been traversing in recent years. 

The new President, with his fine perception of 
realities and his superb gift of reconciling diverse 
and conflicting interests, has already indicated that 
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his course will be the middle road of reasonableness. 
In other words, he will undertake to accomplish what 
is reasonable and just and will not attempt, as have 
previous Administrations, to experiment haphaz- 
ardly with methods which our entire American his- 
tory have proven to be untrustworthy. 

Among the first tasks of the new Administration 
will be to impart a 
sense of confidence in 
the economic and fi- 
nancial measures that 
must be taken to 
bring our national 
budget into balance. 
In recent years, the 
American people, 
through the ill-con- 
ceived improvisations 
of their government, 
have witnessed with 
shock and dismay the 
deterioration of the 
value of their money. 
In addition to imper- 
iling the economic fu- 
ture of individuals as 
well as the nation, it 
has brought us a 
sense of national 
humiliation as we 
watched the growing 
feebleness of the dol- 
iar in the world’s 
markets. It is not sur- 
prising, under the 
circumstances, that 
the prestige of Amer- 
ica has been affected. 

We have not the slightest doubt that the sound 
and realistic approach of the next Administration 
to the solution of this vital problem will not only 
end the fears of Americans for their financial future 
but provide for a more dependable standard of liv- 
ing. It will also automatically restore our vanished 
prestige in the world at large, as our government 
places itself on a sound financial basis. This will be 
accomplished because, under the inspired and careful 
leadership of General Eisenhower, we will not only 
put our own house in order but, by our example, en- 
courage our allies and associates to do likewise. It is 
perhaps well to remind ourselves that the extrava- 
gances of the outgoing Administration has furnished 
a poor example to our friends abroad who could not 
be blamed too much if they felt that they could follow 
in our errant footsteps (Please turn to page 208) 
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The Election and the Market 


Market response shows that investors regard the Eisenhower sweep as constructive. But 
attention must quickly revert to economic factors, prospective corporate earnings and 
dividends. The averages have already had a good rally, and a basis for sustained advance 


is not apparent. Our policy remains conservative and selective. 


By A. T. 


JY n three trading sessions after the election 
and to the close of last week the daily industrial aver- 
age had a net rise of 3.24 points, the rail average 
1.30 points and the utility average 0.42 of a point. 
Whether that constitutes the entire response so far 
to the election is a moot point, for there was a fairly 
sharp rally toward the end of the pre-election trad- 
ing week of October 27-31, which might have been 
in anticipation of the Eisenhower victory or which 
might have been mainly a normal rebound in an 
over-sold market. 

There was a technical basis for a recovery phase, 
whether the Nov. 4 choice turned out to be Eisen- 
hower or Stevenson, following 11 weeks of zig-zag 
decline from the bull market highs recorded by the 


MILLER 


averages in the forepart of August. The low point 
of that downswing to date was seen on October 22, 
with the industrial average closing at 263.06. It was 
followed first by a slight rally, and then by a side- 
wise drift along the 265-266 level, from which the 
pre-election upturn, totalling 4.77 points for the in- 
dustrial average in three trading sessions, developed. 


The Election Celebration 


The only active market celebration of the elec- 
tion’s outcome was confined to the first hour of 
trading, the day following election. The industrial 
average reached an intra-day high of 274.77, at 
which point about two-thirds of the entire August- 





MEASURING MARKET SUPPORT 
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“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS® 
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October decline had been made up; and 
at which point the average was again 
“flirting with” the long familiar 275-280 
supply area within which all prior 
phases of advance since mid-1951 had 
petered out. The average had some net 
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WW day high. At the end of election week it 
LOY 240 


stood at 273.47, a little over 10 points 
above the Oct. 22 low, and a little less 
than 7 points under the August high of 
280.29. The rail average ended the week 
at 101.89, against August bull-market 
high of 104.89 and the subsequent reac- 
tion low of 97.18. 

In both trading activity and pace of 
movement it took the market a very 
brief time after the election to return to 
something like “normalcy”. That should 
not be surprising. It is mainly an invest- 
ment-dominated market in which purely 
emotional motivation does not affect 
stock prices, for better or worse, either 
greatly or for very long. It is no doubt 
true that a decisive majority of inves- 
tors are pleased with the election result. 
They feel more confident than before. 
Perhaps the lift in confidence can pro- 
pel the market somewhat higher; maybe 
enough so to test the August bull-market 
highs. Those who think so note that 
price-earnings ratios are sufficiently 
low and average dividend yields suf- 
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ficiently high to facilitate 
a substantial market rise 


TREND INDICATORS 








via increased investment 
confidence. 210 


“Confidence” however, | 2% 
is a broad and imprecise 
word. If investors are now 
more confident, of just | 290 
what are they more con- 
dent They are more con‘i- | 27° 
dent of the equality of 
political leadership we will 
have after next January 
20, of the general “cli- 
mate” in which private en- 
terprise will operate, of 
eventual cuts in Govern- 
ment spending and taxes. 
They now have real hope | ? 
that business concerns will | 9 
get at least partial, per- 
haps full, relief from the | es 
excess profits tax after its 
June 30, 1953, statutory ex- | go 
piration date; and that the 
whole hodge-podge of | 
price-wage control will be 
junked not later than next | ® 
April 30, which is the sta- 
tutory expiration date of 
these special powers. 
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But investors know, or 
should know, that Eisen- 
hower will indeed take ®°Y** 
over “a mess” and a complex of problems, to some 
of which there are no easy answers. Miracles are 
not to be expected. Federal spending and the general 
tax burden cannot be quickly cut. The budget can- 
not be quickly balanced. The arms build-up will 
continue, whether or not changed in detail. The 
longer-run decisions in the armament race obvi- 
ously are only partly ours to make, since our pro- 
gram is an answer to the Communist threat and 
the Communists still hold the initiative. 

Investors have been worrying and wondering 
about what may be ahead for the economy after 
both defense spending and plant-equipment outlays 
pass their peaks and start contracting. That is not 
changed by the election of Gen. Eisenhower. It is 
difficult, if not impossible, to see how a period of 
deflationary adjustment, the most extensive in some 
years, can be avoided, barring global war, even 
though the timing of its start remains quite con- 
jectural. It is questionable whether this deflation 
will be worse under Eisenhower than it would have 
been under Stevenson, despite pre-election talk about 
ee inflation versus Republic fiscal ortho- 

Oxy. 

Eisenhower is committed to farm-price support at 
100% of “parity”; and to the most vigorous possible 
governmental moves to counter the threat of depres- 
sion. On this he has said in his campaign: “We must 
mobilize our full strength against any such possibility 
(depression) exactly as if we thought we were going 
to be invaded from without.” At another point he 
made this specific pledge: “‘We will enlist all the re- 
sources of the Federal Government to insure that 
1952 
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this great nation is never again paralyzed by a great 
depression.” 


Government Cannot Prevent Depression 


The Democrats cannot promise more than that; 
but some reservations are in order. Government 
action can certainly modify a depression, as regards 
duration and scope; but, on all the evidence to date, 
the Government cannot prevent a depression. Maybe 
that is a good thing, for the alternative is more or 
less perpetual inflation. In the 1936 Presidential elec- 
tion campaign the late Mr. Roosevelt professed to 
have all the answers to the business cycle. We were 
moving ahead, he said, not by the mere turn of a 
cycle but because the New Deal planned it that way. 
A few months later we nose-dived into the 1937-1938 
depression—not a major one, but serious enough for 
the millions of unemployed. On average, stock prices 
were almost cut in half. 

It is to the good that the adjustment somewhere 
ahead is widely expected, and that it is at least 
partly allowed for in historically low price-earnings 
ratios and fairly high dividend yields. For that rea- 
son, it might be more moderate for the stock market 
than was the 1937-1938 deflation, even if more 
serious than was the latter in terms of unemploy- 
ment. Recognition of coming disease, if the causes 
are present, will not prevent its onset. In the present 
situation we have a penalty ahead for years of 
abnormal economic stimulation via World War II 
and its vacuum in civilian durable-goods production, 
the postwar catching-up boom; and, more recently, 
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the combined “shot in the arm” resulting from the 
mamoth defense program and record plant-equip- 
ment outlays, the latter importantly induced by the 
granting of fast amortization of cost through tax 
write-offs. What “white rabbits” can any govern- 
ment—Republican or Democratic—pull out of its hat 
that could compare with the stimulants heretofore 
keeping the economy on stilts? 

It was the Federal Government mainly that lived 
beyond its means during World War II, with a 
resultant huge rise in Federal debt and a great in- 
flation of the money supply. But in the postwar 
period most everybody “got into the act”. Every main 
form of debt has been rising, with total debt increas- 
ing at a much faster peacetime pace than ever 
before. State and local governments have been bor- 
rowing all that their credit status would permit. 
Individuals are in hock on a record total of mortgage, 
charge-account and installment-sales credit. Partly 
because interest costs are deductible before taxes 
and because long-term money rates have ranged 
from low to moderate in the postwar years, corpora- 
tions have done a record amount of bond financing. 
All of this debt may or may not be supportable, 
depending on future income factors. The point to 
be emphasied is that debt expansion can never con- 
tinue indefinitely; and that, when it slows down or 
halts, the stilts under the economy are bound to be 
lowered. 


Price-Earnings Ratios and Yields 


We referred earlier in this discussion to invest- 
ment “confidence”. Price-earnings ratios and aver- 
age current dividend yields are as practical measures 
of prevailing “confidence” as could be devised. Repre- 


sentative industrial stocks are now priced at about 
10.5 times estimated 1952 earnings, on a yield basis 
of roughly 5.9%. At the 1929 market high the ratio 
was 18.3%, the yield 3.1%; at the 1937 bull-market 
high the ratio was 17.6 and the yield 4%; and at the 
1946 bull-market high the ratio was about 16.0 and 
the average yield about 3.5%. On these comparisons 
the present market level is a conservative one. 

But the whole postwar period has been one of 
low ratios and high yields. Thus, ratios averaged 
14.5 in 1929, 13.6 in 1937, 15.4 in as “normal” a year 
as 1939, and 14.2 in 1946; but only 8.2 in 1947, 6.7 
in 1948, 6.6 in 1949, 6.3 in 1950, and 8.8 in 1951. 
Note that the average ratios of 13.6 in 1937, 15.4 
in 1939 and 14.2 in 1946 were under Roosevelt or 
Truman administrations, a fact which suggests that 
the low ratios of recent years have little to do with 
how much confidence the average investor has in 
our political leadership. Probably the low post-war 
ratios cited reflect proportionately low confidence, 
whether rightly or wrongly, in the continuity of the 
high postwar economic activity and the corporate 
earnings flowing therefrom. 


More Selectivity Ahead 


On average, industrial production and stock prices 
have trended generally upward in Presidential elec- 
tion years, and for varying periods after elections. 
For calendar-year periods both have fared better in 
years of Republican election victories than in years 
in which Democrats were elected President. The same 
has been so—that, is better business and stock prices 
under Republican than under Democratic admin- 
istrations—for 2-month periods following Presiden- 
tial elections. (Please turn to page 210) 


HOW STOCK MARKET HAS ACTED 
DIRECTLY AFTER ELECTION SINCE 1928 
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Dilemma 


By V. L. HOROTH 

















i are more and more signs that 
during the months ahead some kind of an at- 
tempt will be made to put the politico-economic 
relations between the United States and the rest 
of the free world on a new basis. This basis will 
have to be sounder and more permanent than 
the one which prevailed during the post-war 
rehabilitation era, or than the present one which is 
rather precariously based on our armament activity. 

The characteristic of these periods has been and is 
the so-called “dollar gap” —a dollar deficit in the 
international payments of the free world, ranging 
from about $2.3 billion to $6.7 billion annually during 
the postwar years, which the United States has made 
good through aid, uncollectible credits, and other 
forms of “international dole.” In the United States 
we have blamed the dollar gap on the tendency of 
European countries to live beyond their means —a 
tendency to import more goods, because of inflated 
purchasing power at home, than they could pay for 
with their exports. The Europeans and others have 
blamed the dollar gap on the lack of opportunity in 
the postwar world to earn dollars; they point to the 
undisputable fact that because of our tremendous 
natural wealth and the great technological advances 
made by our factories, mines, and farms, we have 
made ourselves self-sufficient in practically every 
respect. 

Both views give, of course, a somewhat oversimpli- 
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fied picture of the 
situation. We in 
/ this country tend 
/ to forget that 
Europe and Ja- 

=— pan have lost most 

of their invest- 
ments and their 
colonial empires, 
and that they 
have to pay with 
dollars and other 
foreign exchange 
for what they for- 
merly produced 
within their em- 
pires or could buy 
with their invest- 
ment incomes. 
The Europeans in 
turn forget that 
the far-reaching 
technological ad- 
vances made by 
our factories, 
mines, and farms 
were made in or- 
der to win the 
war for the free 
world. They also 
forget that in- 
stead of dissipat- 
ing our savings 
we have invested 
° and reinvested 
Xxx. them in up-to-date 

‘ machinery, and 
that as a result we 
can produce not 
only manufac- 
tures, but also raw materials and foodstuffs as effi- 
ciently as any country. 

However, the point is that the settling of the 
“dollar gap” through assistance and relief is no 
longer satisfactory all around. The American tax- 
payer is becoming restive. Since the end of the war, 
foreign aid, grants and credits have cost the Ameri- 
can taxpayer nearly $40 billion. This does not include 
the cost of the military aid to our Allies, which is 
considered as our contribution to the collective secur- 
ity of the free world and which presumably will 
continue. Both presidential candidates pledged 
themselves to review the basis for economic aid to 
our Allies. 





Trade is Wanted, Not Aid 


Nor is Western Europe happy about continuing 
to live on an American dole. The reasons? (1) Aid 
has outgrown its usefulness now that the postwar 
reconstruction is coming to an end, and (2) Europe 

















is becoming more independent and nationalistic. 
Writing from Geneva, Dr. Michael L. Hoffman, 
Ney York Times correspondent attached to the 
European Economic Commission (UN), observed re- 
cently that “United States aid is no longer a solu- 
tion.” In fact, as he put it, the continuance of foreign 
aid beyond the current year on any large scale may 
aggravate the economic problems of European coun- 
tries which are no longer geared to reconstruction 
but to the expansion of a manufacturing capacity 
that may compete with ours in the future. Or to put 
it in another way, economic discipline — the balanc- 
ing of budgets, control over new investments, etc. — 
which the acceptance of American aid entails, is no 
longer to the best advantage of the recipients. There 
will be countries, of course, such as Austria and 
Greece, that will have to continue to receive some 
economic aid if the ground won is to be retained. 


Reactions to U. S. 


Second, European nationalism, subdued during the 
period of reconstruction, is beginning to reassert 
itself. American views and urgings—as can cur- 
rently be observed in France —are questioned and 
even resented. There are indications that Western 
Europe wants to pursue a more independent policy, 
but she cannot very well do so while accepting our 
aid. This should not be interpreted as meaning that 
Western European countries want to discard the 
Atlantic Defense Pact or the European Defense Com- 
munity (Army). Far from it. It simply means that 
Western Europe, France in particular, does not want 
to be stampeded into decisions by our impatience. The 
Europeans feel that international tension between 
the East and the West is relaxing, with the Kremlin 
foregoing, temporarily at least, new conquests in the 
West in favor of the consolidation of its position in 
Central and Western Europe. With the exception of 
Italy, moreover, the communists have ceased to be a 
threat to the internal security of Western Europe. 


What Western Europe and Japan now want and 
need is the opportunity to earn more dollars rather 
than direct aid. “More Trade and Less Aid” is the 
slogan recently coined by Britain’s Chancellor of the 
Exchequer, Mr. R. A. Butler, Throughout Europe, 
experts are today searching for an answer to the 
problem of how the free world could earn more dol- 
lars. Europe’s Parliament in Strasbourg is ponder- 
ing the problems, and the big Commonwealth con- 
ference that is to meet in London later this month 
will debate it. With a new personage in the White 
House, a new start can be made al] around. The 
patient needs a new medicine. The old one will no 
longer do. 


A Shot-in-the-Arm For International Trade 


But how can Western Europe expand her activities 
and maintain her standard of living, won at such 
cost to the American taxpayer, if the world is hit 
by the long-awaited postwar recession? How will the 
British, the French, and the Italians earn dollars 
and foreign exchange in the face of tough German 
and Japanese competition if, on top of it all, world 
trade is about to contract? How will Japan pay her 
way, if the purchasing power of her best potential 
customers in free Asia is declining? 

To be sure, no one can say with confidence whether 
the slowing down of international exchange of goods 
from last winter’s peaks and the so-far modest de- 
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cline in business activity throughout Western Eu- 
rope, Latin America and in Japan heralds a defla- 
tionary period. It may just as well be that a period 
of modest inflation and increased business activity 
is just around the corner ,since more purchasing 
power is being generated through our still rising 
armament expenditures and the budgetary deficits 
in Great Britain, France, and elsewhere. 

The fact is, however, that the decline in commodity 
prices, which has recently spread even to such 
“armament commodities” as zine and lead, is seri- 
ously cutting into the purchasing power of raw ma- 
terial producing countries. Textiles and other con- 
sumer goods may be doing slightly better, but 
European and American exports of machinery, elec- 
trical equipment, motor cars, industrial chemicals, 
and other products are falling off. Stocks of food 
grains and edible fats and oils are accumulating. 
In popular parlance, it appears that the international 
flow of goods is ready for another “shot in the arm.” 


Three Ways of Expanding World Trade 


There are, generally speaking, three ways of in- 
creasing the international exchange of goods and 
at the same time reducing the dollar gap. (1) Way 
Number One lies in the restoration of the converti- 
bility of the major international currencies, of the 
pound sterling in particular. Inconvertibility encour- 
ages black market deals, puts exporters and import- 
ers into dubious foreign exchange deals, and, in gen- 
eral, leads to confining bilateral deals. That this 
interferes with the expansion of trade was illustrated 
recently by Japan’s relations with the sterling area. 


Japan is vitally dependent upon the expansion of 
her trade, especially of her trade with the countries 
of Southern Asia (India, Pakistan) and Southeast- 
ern Asia (Indonesia, Malaya, Burma, etc.) because 
these countries are not only her most promising non- 
dollar source of raw materials, but also the best 
potential market for her exports of manufactures. 
Yet Japan was forced in recent months to curb this 
most promising trade. Why? Because she could not 
afford to accumulate too much inconvertible sterling 
which she could not use in financing her purchases 
from other areas. Besides, the goods that she could 
buy wthin the sterling area, such as Pakistan cotton, 
were priced far above the international market. 


In the past, currency inconvertibility has encour- 
aged the pursuance of economic nationalism, aiming 
at self-sufficiency at all costs—and in the case of 
Germany during the interwar period, it paved the 
way for desperate measures with serious repercus- 
sions on other countries. The combination of cur- 
rency inconvertibility and the desire for self-suffi- 
ciency has brought about a decline in international 
specialization in particular types of goods and a 
serious contraction in international trade of textiles 
for example. 


There are many signs that a major effort will be 
made to restore the convertibility of the major cur- 
rencies of the Atlantic system of nations sometime 
next year. According to a report from Washington 
which has been neither denied nor confirmed, the 
United States will be approached to provide a huge 
revolving stabilization fund to be used to prevent 
extreme fluctuations in the pound sterling, the 
French franc, and the Japanese yen, which would 
be let loose to find their own level. 

But the establishment of such a stabilization fund 
must await the installation of the new President and, 


THE MAGAZINE OF WALL STREET 











phe Octhd aid 


aA hmmzs to HLS OOO RS 


~_ an a ot oe oe Ok Ot O6L [CU i Cd 








a 











presumably, the Cabinet’s study 
of such a vast project. How- 
ever, even a huge stabilization 
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ing capital of the European 
Payments Union, may be dissi- 
pated if no serious steps are 
taken by the individual coun- Jie}—-: 
tries to avoid excessive spend- 
ing at home. 


The Lowering of Trade Barriers 


(2) Way Number Two for 
restimulating the flow of inter- 
national trade and avoiding 
business recession lies in trade 
liberalization. Basically this 
means that the whole free |, |\. 
world should reduce trade bar- 
riers to each other’s products. 
More particularly it means the 
creating of greater opportuni- 0 
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exporters (a) in the U. S. mar- 
kets, and (b) in third markets, such as Canada and 
Latin America where dollars can be earned. 


If Western Europe foregoes economic assistance, 
we are almost certain to be asked to lower our tariffs, 
which are already at the lowest level in our history. 
Whether a further lowering of tariffs will be politic- 
ally possible, particularly if domestic industrial ac- 
tivity should show signs of falling off, is a moot 
question. A more likely development is that Wash- 
ington, temporarily at least, will shelve applications 
for further tariff protection. 


However, Western Europe and Japan can earn 
more dollars by pushing their products in Latin 
America, Canada, the Philippines, and a number of 
other countries that pay in dollars. They may be suc- 
cessful in doing so (a) if they produce more effi- 
ciently, (b) if they take advantage of the changing 
market by producing new types of goods, and (c) if 
American production costs rise, as seems likely 
owing to higher prices of coal and steel. It is reported 
that the rise in U. S. wages following the settle- 
ment of the steel strike has already helped a num- 
ber of European manufacturers to establish them- 
selves successfully in Latin American markets in 
which we had held undisputed leadership. 


The Development of Backward Areas 


(8) The third way of licking the dollar gap prob- 
lem lies in increasing the flow of American capital 
for the development of economically backward 
countries, producing or capable of producing raw 
materials and foodstuffs. According to a dispatch 
from Paris, the experts of the Marshall Plan Coun- 
cil (O.E.E.C.) recently proposed that in place of 
direct American aid to Europe American capital to 
the tune of $3 to $4 billion a year be directed into 
economically backward countries to raise the living 
standards of these countries through the expansion 
of local production. 

What is apparently envisaged is the broadening 
and the stepping-up of the existing “Point Four” 
kind of aid which would permit the development of 
public works, utilities, transportation and communi- 
cations facilities as well as the building of dams, 
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irrigation installations, and other water conservation 
projects, and thereby raise living standards in the 
less developed countries and prepare the ground for 
private investment in factories, plantations, mines, 
forests, etc. Thus far Point Four has been limited 
to technical assistance and to so-called “pilot 
projects.” 


The postwar flow of capital into the economically 
under-developed countries has been highly unsatis- 
factory during the postwar period for well-known 
reasons: political and economic instability, inflation, 
unbalanced development (in Argentina, for ex- 
ample) and above all because of hostile attitudes 
toward the foreign investors, and the overhanging 
threat of nationalization. The flow of private invest- 
ments from the United States has ranged from about 
$750 million a year to $2 billion a year, but a large 
percentage of these funds went for the opening up 
of new oilfields in Venezuela, the Middle East, and 
Southeastern Asia, and into the development of 
Canadian raw material resources. British, French, 
Dutch, Belgian and Swiss capital outflow has prob- 
ably provided another billion dollars or so a year, 
with the Belgian Congo, Australia, the Rhodesias 
and the French West Africa as the most favored 
areas. It is estimated that if American foreign in- 
vestments should move on a scale comparable to that 
invested abroad by Britain in her heyday, more than 
$6 billion a year would be made available for foreign 
investment. 


Need for Capital 


Some of the countries that have gained independ- 
ence since the end of the war, as for example Paki- 
stan and Indonesia, are actually starved for capital. 
Indonesia, for instance, is a country with greatly 
diversified natural resources, and plentiful labor to 
exploit them. The Dutch made the Indies into one 
of the wealthiest colonies. However, many planta- 
tions and processing plants were destroyed during 
the bitter war for independence which was finally 
won in 1949. Since then the Indonesian Government 
has done little to win the confidence of foreign in- 
vestors and, with the (Please turn to page 208) 
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7 here has 


been consider- 
able talk in 
financial circles 
recently about 
“support” of the 
stock market by 
pension funds, 
savings banks, 
insurance com- 
panies, mutual 
funds and other 
so-called institu- 
tional buyers of 
securities. 
; Estimates of 
' how much buy- 
ing of equities 
will be done by these big investors range from 
slightly over $1 billion to $2 billion during the cur- 
rent year. Let us examine the available facts which 
relate to this comparatively new source of buying 
power in securities. 

It has been estimated that the total amount of 
money available to New York savings banks in 1952 
for purchase of equities, including preferred stocks, 
is between $650 million and $700 million. Breaking 
this down to common stocks alone the figure would 
probably be closer to $65 million, and of this total 
potential, perhaps as much as $20 million actually 
will find its way into the market for common stocks 
before the year is out. Savings banks, while newly 
authorized to invest in some high-grade common 
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however, are pension funds, 
because their rate of growth is increasing all the 
time. Estimates as to how much common stock they 
will have bought this year range from $200 million 
to $400 million. Taking a median figure of $300 
million, about the same as mutual funds, we come 
up with a grand total of about $700 million flowing 
into the market in 1952 in search of good common 
stocks from savings banks, insurance companies, 
mutual funds and pension funds. Add to this the 
unknown total of funds from college endowments 
and other institutions and you have a very respec- 
table sum of money. 


Ratio of Institutional Buying 


However, when total volume of trading on the 
New York Stock Exchange is taken into consid- 
eration, the figure does not loom so large. In round 
figures, total dollar volume on the Exchange this 
year may hit $14 billion. Also, during the 12 months 
ended August 31, $140 million of new securities 
were offered for sale. While much of this stock 
would not be acceptable for inclusion in an insti- 
tutional portfolio, many top grade companies have 
been doing equity financing during the past year, 
and institutions absorbed some of this stock. Finally, 
the total value of all common stocks listed on the 
Big Board at the end of September was over $100 
billion. A figure of $1 billion, the estimated total of 
purchases by institutions, does not appear important 
at less than 1% of the total value of those securities 
listed on the N.Y.S.E. 

However, there are a number of other factors 
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which tend to increase the importance of institu- 
tional buying. 

First of all, institutions buy high-grade common 
stocks, for the most part. This concentrates the 
buying among a smaller number of securities. In‘ 
other words, buying by big investors gives greater 
support to some issues than it does to others. 

Some companies are also in the market purchas- 
ing their own stock, for various purposes. Sears, 
Roebuck buys its own stock for its company pension 
fund, as do some other leading companies including 
Amerada and Standard Oil of California. These 
particular issues could be classed as having a high 
degree of support. However, speculative issues, or 
those which pay no dividends, would have practi- 
cally no support from institutions. 


Value of “Dollar Averaging” 


A second factor which tends to increase the im- 
portance of institutional buying is “dollar averag- 
ing.” As we saw above, pension funds and mutual 
funds make up the bulk of common stock purchases 
by big investors. And both these forms of invest- 
ment are based to a growing extent on dollar average 
buying, or dollar average investing of their funds. 
Mutual funds make every effort to induce the public 
to buy their shares on a regular installment basis. 
If the amount involved is $100 a month, this $100 
buys more stock when prices are low and less when 
they are higher. By the same token, pension funds 
are constantly being counseled to invest their funds 
on a regular basis, whether it be quarterly, semi- 
annually or annually. Banks and investment coun- 
sellors who handle pension funds preach the doc- 
trine of dollar averaging continually. 

The effect of dollar averaging can easily be seen. 
At high levels of stock prices, less stock is pur- 
chased, but as the market drops, more stock is 
purchased. Thus the support increases as the mar- 
ket goes down. 

Leading pension fund portfolio managers express 
some doubt as to whether regular company payments 
would be maintained if the market was selling a 
great deal lower than it is today. They point out that 
if the market suffered any severe setback, it probably 
would mean a general decline in all business activity, 
and some companies might have to cut down on con- 
tributions to their pension funds. 

At the same time, however, more and more com- 
panies are setting up pension plans, and contribu- 
tions to existing plans continue to grow. Ultimately, 
pension fund buying could reach a very substantial 
percentage of the total volume of stock trading. 

A typical pension fund probably invests up to 
20% of its money in common stocks. Portfolio man- 
agers point out that anything above that percentage 
could be dangerous, since pensions must be paid 
even when stock prices are low. Liquidating stock 
when the market is depressed could mean a sub- 
stantial loss of funds, and liquidation might be 
necessary just when prices were near the bottom 
and a lot of employes were being laid off. Stability 
of investment is desirable. Some companies, such as 
brokerage or banking firms, whose employes under- 
stand the fact that the stock market fluctuates, might 
want to have a larger percentage of their pensions 
invested in common stocks. However, such cases are 
an exception. 

Mutual funds, however, must invest a much larger 
percentage of their funds in common stocks because 
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they must pay their shareholders a return on their 
investment. Pension funds are based on a 214% 
to 3% actuarial rate of return, while mutual funds 
generally try to top 5%. Also, mutual funds pay 
some of their dividends from capital gains, and must 
try to pick securities with appreciation of value in 
mind. Mutual funds including balanced funds prob- 
ably average up to 65% in common stocks. 

This high percentage makes mutual funds more 
vulnerable to a decline in the general level of stock 
prices. It is an axiom in financial circles that as 
prices decline, more selling is generated, and there 
is no reason to believe that investors who own 
mutual fund shares would not tend to follow and 
redeem their stock. Thus a reversal in the market 
might find some heavy selling on the part of mutual 
funds in order to meet redemptions. 

In other words, while some support is generated 
by mutual funds, it is not necessarily strong sup- 
port. Pension funds, since they are invested more 
conservatively, would probably not be very heavy 
sellers in a bear market, but the flow of new money 
for investment might dry up. Looked at in the above 
light, the support which does exist from institutional 
buying could turn out to be a depressing factor if 
prices took a sharp downturn. 

Mutual funds have a stronger compulsion than 
pension funds to buy stocks, even when they may 
seem to be selling at historically high levels. Few of 
them can afford to leave funds idle, because idle 
funds generate no income. A study of trading on the 
New York Stock Exchange recently showed that on 
both days for which facts were assembled, mutual 
funds were large buyers of stock and fiduciaries were 
heavy sellers. Of the total volume of trading on both 
days, about 20% was accounted for by institutional 
investors. 


Difference in Approach 


Two conclusions can be drawn from these findings. 
First, while portfolio managers entrusted with pri- 
vate trusts, pension funds and the like are putting 
their customers into more defensive stocks, mutual 
funds are still buying (Please turn to page 204) 
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Efficiency in.... 


MANAGEMENT 


Translated Into.... 


PROFITS 


By HOWARD WINGATE 


é ffective corporate management, a constant 
and natural goal of industry, is increasingly difficult 
to maintain under the enormously complex condi- 
tions brought about by the government’s defense 
efforts. This massive influence has now finally 
reached a pitch of intensity never before experienced 
during peace-time. It is not surprising, therefore, 
that the force of the various economic governmental 
pressures, exerted simultaneously, should greatly 
complicate the problems of industrial management. 

Government pressure on business is_ basically 
exerted in three ways: (1) — continued demand for 
ever-increasing productive capacity, (2) con- 
trols over credit, materials, prices and wages, 
and (3) federal income and excess profits taxes. 
Corporation officials must constantly deal with 
these pressures, in addition to the routine tech- 
nical problems of management. The stockholder 
who naturally depends on the success of these 
officials in securing an adequate rate of return 
on his capital is also vitally interested, and 
should concern 
himself with 
the broad out- 
lines, if not the 
details of his 
company’s 
operations in 
order to 
determine 
whether his in- 
vestment has been justified. 

The present common denominator for all indus- 
tries as described above, is their inescapable depend- 
ence on government policy. However, though all are 
subject to government control in one form or an- 
other, some industries manage to fare better than 
others. This may be due to the fact that some indus- 
tries are favored at a particular time by such factors 
as the amount of defense contracts, allocations of 
materials, or (as in the case of the oils) certain tax 
exemptions. At the same time, operating results of 
individual corporations even within the generally 
successful industries may vary greatly. To a very 
large extent, this is likely to be the product of that 
highly important intangible — the quality or lack of 
it of corporate management. 





Management Efficiency of Highest Importance 


Since management is of such importance in the 
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creating of conditions which determ- 
ine profits, an analysis of those ele- 
ments which best reflect management policies should 
be useful to corporation officials interested in com- 
paring the operating conditions of other companies 
in the same field in order to determine the effective- 
ness of their own policies; and to investors who 
require intimate and comprehensive information on 
a company’s operations before they can get them- 
selves to make an investment in its shares. 

Accountants and other close students are profes- 
sionally required to interest themselves in the numer- 
ous factors involved in corporate operations. These 
are such items as maintenance of standards, unit 
costs, administrative and distributing costs, adver- 
tising expenses, etc. Ability to analyze such detailed 
items, however, is not needed to appraise the effec- 
tiveness of management in its profit-producing 
capabilities. 

There are, essentially, four principal means of 
measuring management efficiency and depicting the 
important operating trends of manufacturing com- 
panies. These can easily be grasped by the investor. 
While the first two are more significant than the 
others, all four (Please turn to page 204) 
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Profit and Efficiency Comparisons of 74 Leading Companies 
% Profit % Profit Turnover of Turnover of % Profit % Profit Turnover of Turnover of 
to Sales toNet Worth Fixed Assets Inventory to Sales toNet Worth Fixed Assets Inventory 
AGRICULTURAL AVIATION (PRODUCTION) 
IMPLEMENTS Douglas 
Allis-Chalmers 1947 (d) 10.9 7.07 Not given 
1947 4.0 8.2 4.74 2.27 1951 8.0 22.1 8.55 Not given 
1951 15.0 44.1 7.62 3.59 Lockheed 
J. 1. Case 1947 (d) 7.5 11.28 2.73 
1947 9.6 19.2 3.68 2.99 1951 2.7 11.4 10.63 4.85 
1951 13.7 27.6 5.56 2.67 North American 
Deere 1947 (d) 62.2 11.45 48 
1947 14.7 21.6 4.07 3.52 1951 77 25.5 14.36 3.94 
1951 22.0 41.0 6.47 4.30 | United Aircraft i 
International Harvester | 1947 7.4 1.61 7.16 Not given 
1947 9.0 15.4 3.60 4.15 1951 72 2.81 8.21 Not given 
1951 13.7 30.8 4.31 5.16 Industry's 1950 Profits to Sales — 8.3%. 
Industry's 1950 Profit to Sales — 23.2%. gre 5 po aac = 
a BUILDING EQUIPMENT 
AUTOMOBILES | American Radiator 
Chrysler | 1947 14.1 23.7 4.85 6.19 
1947 8.7 36.4 13.15 12.51 1951 17.6 34.1 4.83 5.13 
1951 5.7 27.6 9.99 12.91 Celotex 
General Motors 1947 21.9 56.6 2.45 12.06 
1947 14.6 44.3 5.28 6.14 1951 11.7 25.0 2.65 11.51 
1951 19.6 64.6 7.93 7.36 pe 
Hudson 1947 10.9 21.1 4.87 5.68 
1947 6.0 20.3 5.81 6.71 1951 9.2 18.9 5.75 5.60 
1951 (d) 17 7.43 4.59 | Flintkote 
Packard 1947 18.0 42.7 2.75 11.42 | 
1947 (d) 47 4.27 6.33 1951 13.7 25.7 2.59 9.56 | 
1951 5.5 12.3 5.51 7.05 |  Johns-Manville 
Studebaker 1947 11.4 17.6 2.54 8.18 | 
1947 5.8 32.2 9.94 10.24 1951 20.5 35.7 3.17 10.35 
1951 4.5 2.7 10.32 9.87 | Masonite 
Willys-Overland | 1947 28.5 pice 3.54 14.27 
1947 37 14.1 4.95 9.61 1951 18.4 22.7 1.43 8.01 
1951 6.3 28.4 8.05 10.07 | National Gypsum 
Industry's 1950 Profit to Sales = 19.6%. | 1947 17.0 33.1 1.40 8.12 
pee 2 i es | 1951 19.6 37.2 2.11 8.74 
AUTO PARTS AND Otis Elevator 
ACCESSORIES 1947 18.8 25.4 6.28 4.67 
edie tulaiies 1951 12.7 18.8 9.22 4.57 
1947 5.6 9.0 6.74 4.90 U. S. Gypsum 
1951 9.0 26.6 10.49 5.66 1947 23.2 23.2 1.70 10.43 
entinene 1951 27.1 34.2 2.27 13.16 
1947 16.4 49.9 8.45 6.23 Industry’s 1950 Profits to Sales — 21.8%. 
1951 15.4 42.3 6.88 6.23 nme 
m- Electric Auto-Lite ip : 
le- 1947 .. 10.4 35.0 ) on 
le san 7° a : po : = 1947 10.6 17.7 2.03 7.20 
ild : aa ’ ; , : 1951 16.7 29.8 2.02 7.43 
m- leecncttie ki Allied Chemical and Dye 
° 194, . 11.4 29.3 7.54 4.00 
les 1951 9.6 31.4 8.08 5.39 1947 16.1 21.9 3.64 11.24 
7e- el . i . * . z 1951 21.3 33.3 2.66 10.72 
ho Industry's 1950 Profits to Sales — 15.3%. ieee Mitiiaaiaal 
on | || auto mts ano te a a 
m- RUBBER GOODS ag 
. Unavailable 
Firestone DuPont 
2S- 1947 7.1 27.6 7.18 5.75 1947 20.6 23.9 2.20 6.43 
r- 1951 13.7 47.8 8.01 7.10 1951 32.3 43.8 3.01 8.58 
se Goodrich Mathieson Chemical 
iit 1947 12.0 39.0 5.46 4.90 1947 18.2 17.6 1.03 8.31 
1951 18.0 50.0 6.72 5.92 1951 24.2 32.0 1.04 6.76 
y- 
a Goodyear Monsanto Chemical 
e 1947 9.3 33.9 6.01 5.34 1947 18.2 34.0 1.71 6.36 
C- 1951 11.0 14.3 7.54 5.27 1951 22.6 41.2 2.11 7.48 
ng U. S. Rubber Union Carbide and Carbon 
1947 6.2 35.9 6.50 5.22 1947 22.2 29.3 2.19 5.12 
of 1951 11.9 72.2 8.28 5.33 1951 27.8 43.6 1.94 6.21 
he Industry's 1950 Profits to Sales — 10.4%. Industry's 1950 Profits to Sales — 27.1%. 
all (d)—Deficit. 
Tr. 
he (Continued on page 172) 
1) aS SA AA SEA. satenencsisv=/ ~~ ae ene =hheehNhoneoseS= oem 
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Profit and Efficiency Comparisons of 74 Leading Companies (continued ) 
%, Profit %, Profit Turnover of Turnover of %, Profit % Profit Turnover of Turnover of 
to Sales toNet Worth Fixed Assets Inventory to Sales toNet Worth Fixed Assets Inventory 
DRUGS Atlantic 
Abbott Laboratories (Sales = Operating Revenue) 
bi cssnivese 39.5 5.32 3.25 NE 5ocsescoestoicitasve ee 10.9 1.43 6.90 
yea... Ce Reeee 37.3 3.90 3.45 1951 ee eee: 20.1 1.78 7.74 
Merck Continental 
1947 .. tet. 31.5 3.39 3.94 iteebeiaationed 
UE orc, 5 cusses rasenscereeh 28.3 61.1 2.31 4.72 1947 _.. 16.7 22.4 1.92 8.08 
Parke Davis 1951 Sctise 14.8 21.3 2.00 8.95 
1947 ... dscns sbvevsesee Re 38.5 4.95 2.60 Gult 
|.) | eenemeree 63.5 4.86 4.27 ed . 
rennin (Sales = Operating Revenue) 
1947 — 57.6 3.10 471 -~ i aumcsiaeaeate gd — a —— 
1951 sepabswesst-bisesete eee 63.3 3.29 4.20 iene ae ee es i : . 
Industry’s 1950 Profits to Sales — 17.1%. Phillips Petroleum 
= —- a, oe .. OF 13.5 1.02 7.67 
ELECTRICAL EQUIPMENT TOS occ ! . 16.1 17.0 1.08 7.75 
General Electric Socony-Vacuum 
minh pene eo j a vase rnd A ined (Sales — Operating Revenue) 
ener ee oe ? ‘ ‘ | | ea EDR |) 3 12.4 1.61 5.78 
Square D eS 12.7 14.4 1.74 6.41 
LO  —————— ' . 18.8 48.3 8.61 3.82 ; 
iT) a 70.8 10.68 5.44 Standard (Calif.) 
e i! ; 22.1 16.1 .87 8.97 
Westinghouse 
a2... ‘ttienscio 28.4 6.10 3.47 OF os. Pieced 18.4 Lica 9.28 
SPE. 600.55... Cstvscciope eee 27.4 6.62 3.75 Texas 
1 Industry's 1950 Profits to Sales = 17.0%. (Sales = Operating Revenue) 
; 1947 . 14.4 14.0 1.68 88 
pov ow di a 1951 13.7 15.8 1.68 $20 
% Oil Refinery 1950 Profits to Sales — 16.2%. 
Caterpillar ah ne es ee eR te = ewer 
1951 a . 9.4 31.0 4.49 4.21 
Ex-cell-o Admiral 
1947 seuss 197 24.4 1.79 4.70 ee i a 24.8 25.28 9.38 
VSD ooo cccccccvseesessseevee 20.8 55.6 2.72 5.17 = , iia 15.68 9.18 
Fairbanks-Morse Magnavox 
1947 socseideéeeinnesm AD 20.4 5.15 3.51 1947 . 15.0 90.6 31.72 4.82 
1951 scietiest ee 22.6 5.70 3.36 1951 vos 12.6 63.8 19.49 5.34 
Ingersoll-Rand Motorola 
eS 54.8 14.22 5.90 1947 . “86 37.8 16.61 8.03 
| ee ve B44 62.8 20.16 5.00 1951 visaescss<e ae 45.6 14.77 6.23 
Worthington Philco 
LD csacpsepelte 11.4 39.6 6.27 3.00 
1947 hci 8.9 54.2 13.60 10.93 
a ae ose = 6.73 3.28 1951... ee 32.1 10.55 7.96 
isc. Mfg. ene ve eenee —— Fae Radio Corp. of America 
OFFICE AND (Sales = Operating Revenue) 
BUSINESS EQUIPMENT 1947 reise teshareedalcicvecc, Seen 147.3 5.29 5.33 
Burroughs Adding Machine 1951 10.4 66.7 5.90 8.10 
een ene 16.4 19.6 6.16 4.56 Zenith 
ee: 19.4 41.4 5.51 4.03 1947 ccseseeit. Wl 7 ot33 — 
International Business Machine 1951 bbs Jit es UssaSie csc eae 43.1 14.48 11.73 
> EERE nee . 25.6 39.2 1.48 11.19 
I : = Y 
_aeeeaaeaieieneites 2 41.1 1.17 17.98 ee MAR: 
National Cash Degister RAILROAD EQUIPMENT 
iis cesses ecessvenivwavcees 13.8 37.5 5.74 5.62 ‘ I dri 
ame 17.7 49.2 4.91 5.32 — Stee! Foundries i sia a 
. Seta sys daceareaa uae R E .26 6.41 
Remington-Rand 
hl 16.3 50.7 4.89 3.74 isis aaa aan -_ ned 5.18 7.58 
| eer bssncscdts 15.4 43.9 4.39 4.14 General American Transport 
Underwood 1947 . 15.2 1.40 3.92 
Re 19.7 38.1 7.37 6.02 1951 17.1 92 4.86 
eas oRlia cid as 15.8 30.4 7.91 3.82 -—— 
Industry’s 1950 Profits to Sales = 17.9%. (Sales = Operating Revenue) 
| SEE, 55s rate 4.6 6.3 5.89 2.62 
OIL PRODUCTION 
AND REFINING REGS SR re eee 10.0 18.9 6.83 4.27 
i atire Westinghouse Air Brake 
(Sales = Operating Revenue) DOSS Se Uae 23.4 29.6 9.02 3.11 
BPMN ee ect 35.8 37.7 1.98 23.31 VIST eecceeeeee 28,3 28.0 9.77 3.11 
No 1951 Data Available Industry’s 1950 Profits to Sales = 16.5%. 
(d)—Deficit. 
Note: Above material selected from compilation appearing in “How to Handle Renegotiation” — B Reports, Inc. Permission 
to reprint granted. 
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VICTORY of President-elect Dwight Eisenhower was 
regarded in the Capital as no more than a 50-50 
chance; that he would sweep the country and assure 
his Administration of a cooperative working con- 
gress by the proportions that he brought about was 





WASHINGTON SEES: 


Whether one voted for or against, liked the pro- 
gram or disliked it of Wendell Willkie in the 1940 
Presidential campaign no one can doubt that he 
invented a two-word description of political prom- 
ises that was as authentic then as it is now in the 
shadow of a vote drive just gone over the hills. 
Willkie, appearing before a congressional commit- 
tee shortly after FDR had defeated him was asked 
by a nettled congressman how he reconciled his 
position on pending legislation with his expressions 
during the campaign. Without hesitation or apol- 
ogy, the republican nominee responded: “That” 
(what he said during the campaign) “was politi- 
cal oratory.” 

A new President of the United States is on his 
way to Washington. It was unfortunate that what 
started out to be a high-level campaign degene- 
rated into a street brawl but neither Presidential 
candidate can be blamed for that. The dirt was 
excavated by political wheel-horses on both sides. 
They, to use the expression coined by Willkie, 
indulged in “political oratory.” 

All of this is not as academic as it might sound. 
It goes deeper. In the heat of a campaign, spurred 
on by special interest groups, a candidate will 
make promises he cannot fulfill, will predict that 
his election will bring on drastic changes. This time 
both railed against inflation, but neither had any 
suggestion as to how it could be stopped abruptly; 
they were against high taxes, steeped in the knowl- 
edge that any major reduction cannot be soon. 

It was a campaign between two candidates, 
neither of whom was outstandingly familiar with 
administration of the federal government, each of 
whom was weighted down by excess political bag- 
gage. Most of it unwanted. 
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a —VICTORY FOR THE GENERAL— 
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expected by very few. 
can be expected to work with him is one of the 


But in the fact that congress 


brightest lights in the political outlook; counting 
senators and representatives who share Ike’s politi- 
cal badge and many democrats who fought the New 
Deal and the Fair Deal, the new President will have 
a degree of congressional control not known in years. 


CONTROL carries responsibility with it. General 
Eisenhower must prove himself to be a political dip- 
lomat in addition to a military genius. His position 
will be similar to that occupied by FDR in the famed 
“first 100 days” of the late President’s regime. He’ll 
have his own way just about that length of time; 
meanwhile he will be attempting to get the thinking 
of isolationists and internationalists at least tolerant 
of one another, if not in agreement. Whether a skilled 
military tactician can carry planning into civilian 
government is the question which holds the answer to 
his success and the answer must be had in the early 
months. He will need — should have, must have — 
general support. 


CRYSTAL gazers in the field of political forecasting 
and analysis of what will result from an election are 
a dime a dozen in Washington — and worth approxi- 
mately that amount. There is a weakness in polls, 
that even the better-rated ones do not truly reflect 
the stated opinions of persons who are interviewed — 
few as they are. The “margin of error” protective 
method keeps the final announced results in safe ter- 
ritory. If not more than 4 or 5 percentage points off, 
the pollsters boastfully claim far-seeing skill. Yet 
few elections in history have been won by larger dif- 
ferences in vote. Facts may not be as dramatic as 
“expert opinion.” Both need to be considered. 


TRUISM is that Washington commentators and poll- 
sters may not be right but they are never in doubt. 
That accounts for the fact that there were pontifical 
analysts who saw a landslide ahead —in whichever 
direction the individual desired the deluge to flow. 
Experience, substituted for personal opinion, and use 
of the averaged thought and time-tested factors in 
assaying the causes and results of the Presidential 
campaign, are preferred in this analysis, sketchy as 
it must be if those principles are to be followed. 
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Inside Washington 


After The Election 


— A REALISTIC APPRAISAL OF WHAT TO EXPECT 
FROM THE NEW ADMINISTRATION 


By “VERITAS” 


(Editor’s note: A great many changes suggested 
in the heat of the late election oratory are not likely 
to be put into effect after election — some of them will 
have to be modified with compromises between con- 
tending factions. The practical value of this inside 
story — by an outstanding political-economic analyst 
— lies in the realism with which he appraises the 
program that the government will be able to put 
into effect under conditions likely to prevail. It sums 
up clearly what this will mean for the businessman— 
for the investor.) 





Flow that the ballots have been counted and 
the election sound and fury have died down, the time 
for appraisal of the results, what they mean in 
broader terms than party victory, is at hand. As was 
the case during the campaign, this involves much 
guesswork but there are factors that make it a less 
hazardous guessing contest. One of the most notable 
aspects of the drive for votes was the apathy shown 
by business. It was the first election in many a day 
when business worried the politicians instead of the 
contrary. That was a healthy thing for the national 
economy; it showed that private enterprise felt it 
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did not have as much to risk as was 
claimed and that election of either 
candidate could not fundamentally 
disturb normal operations, although 
an “Ike” vetory would make busi- 
ness people more content. 


Fact of the matter is that Ike and 
Adlai were not far apart on most 
issues. In the light of revue it will 
be recognized that they spoke along 
almost the same lines on many ques- 
tions. It was those who associated 
themselves with the candidates who 
kicked up the fuss, created the con- 
troversy; that and the two men 
whose best prospect was wielding 
the gavel as presiding officer of the 
U. S. Senate, Nixon and Sparkman. 
Senators McCarthy and Jenner were 
headline makers but in the overall 
view their defeat or re-election stood 
no chance of altering the national 
picture; the southern state gover- 
nors who “took a walk” had no effect 
on the outcome, as it could safely be 
predicted they would not, and the 
same is true of Senator Wayne 
Morse who “resigned” from the re- 
publican party and invited the 
query: “When did he join it?” 


Political Marriage of Convenience 


There were two political joinings 
which ordinarily would be regarded 
safe hints as to paths to be followed 
by whichever of the candidates came 
out on top. Actually they were both 
marriages of convenience and the 
love element must accordingly be 
discounted. To suggest that Eisen- 
hower and Taft made up their dif- 
ferences is more than naive — almost 
as much so as to indorse the idea that 
Ike took McCarthyism and Jenner- 
ism to his bosom on complete 
espousal. On the other hand, Stevenson had made it 
abundantly clear that the Washington “mess” and 
the man who must be held responsible for the failure 
just as he could claim credit for the success — Harry 
S. Truman — was classed as a political camp follower 
rather than a general of the forces. Mr. Truman 
never accepted the low estate, always claimed he, 
alone, was the issue. A candidate of lesser campaign 
acumen would have told the President off. 

Nevertheless, both candidates remained silent on 
the question whether they accepted the policies of 
their supporters and therein, perhaps, rests the key 
to what is ahead. It would be unfair to suggest that 
either lacked the integrity and frankness to speak 
out against policies with which they might be wholly 
in disagreement with; it might more fairly be classi- 
fied as a matter of degree. And there is where ap- 
praisal of the future should begin. Stevenson’s fail- 
ure to speak out boldly against the tax-and-spend 
program of the Truman administration, the conduct 
of the war in Korea, and the future of the State 
Department had put him — well in advance of Elec- 
tion Day — into the fold of Washington thinking as 
it has been manifested for the past 20 vears. When 
Eisenhower linked arms with Senator Taft common 
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sense indicated a union of ideas. It was between 
Truman and Taft, rather than between Eisenhower 
and Stevenson that the conflict of political ideologies 
became most apparent. 

For that reason it should not have been difficult 
for anybody close up to the campaign to have ap- 
praised the results of an Ike or an Adlai win. The 
Illinois governor was committed to a policy which 
involved high taxes, terrific arms expenditure, vast 
outlays to win or keep foreign friendships. That is 
the Truman program. The former five-star general 
made it clear from the start that he thought taxes 
were unnecessarily high, that the engagement in 
Korea was being militarily and economically un- 
wisely handled, that the defense program was one 
of financial misdirection. It should be clear at that 
point — and it appears to have been to most voters — 
that their choice rested between two differing view- 
points, even if the costs didn’t involve the disparity 
that long-winded speeches indicated they might. 
Again, it was Truman vs. Taft, not Stevenson vs. 
Eisenhower. 

It may sound like “Monday morning quarter-back- 
ing” to look back over the campaign and clarify the 
plays made by the candidates. Take the labor-man- 
agement question, which always revolves about the 
Taft-Hartley Act. Leaders of organized labor went 
naturally to the Stevenson camp, even if some came 
in reluctantly. They could not be expected to string 
along with a candidate whose fight was being master- 
minded by the author of the T-H law. Especially 
when his opponent was loudly declaring, in appro- 
priate places and surroundings for repeal of the 
statute. 


Viewpoint on “Taft-Hartley”’ 


Yet, how far apart were the two actually, and 
what prospect was there of changes in the labor 
code? There is almost none as of today. And while 
Stevenson started off with a breast-beating insistence 
that the law must go, his later references to Taft- 
Hartley whittled away the flat declaration, made it 
clear that he realized the need for a law not funda- 
mentally different except, perhaps, as to title. What 
he wanted was not no law at all but one differently 
worded. And that is what Senator Taft has been 
drumming on for several years. He’s the prime 
mover in congress for a re-write of his own law, 
amendment in many particulars. 

Men of industry were quick to appreciate that 
Stevenson meant what he said but that the difficulty 
with organized labor leaders is that they didn’t listen 
attentively enough to what Adlai was saying. The 
laborites read into the script passages which simply 
weren’t there. They looked for fulfillment of hopes 
rather than promises. Any time the democrats in 
congress want the T-H law re-opened for amendment 
they’ll find the Ohio senator marching along with 
them. But they also are likely to find that the rank- 
and-file of labor, not the captains of industry, will 
be saying “let well enough alone.” Labor-manage- 
ment was a talking point rather than a sincere issue 
in the campaign. A few commas may be moved under 
the new regime, but the essence will remain as at 
present. 

Eisenhower had been accused of talking in “round 
words” about fiscal atters and the implication was 
that he didn’t know the subject well enough to get 
down to cases. Even the closest friends of the general 
would admit that there was little in his background 
or training to fit him for academic discussion of the 
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subject (any more than Stevenson could be expected 
to render a brilliant dissertation on the tactics of 
invading the home territory of an enemy country) ; 
but Ike had advisers in the political war just as he 
had an intelligence department in the shooting war. 


Taxes and Inflation 


Stevenson had the advantage of dealing with gov- 
ernment budgets in a much more intimate way than 
Eisenhower, even though the latter was not wholly 
unfamiliar with the subject — he had been before 
congressional committees countless times on domestic 
and foreign money bills. Yet it seemed that Adlai 
was talking more in specifics than Ike. From time 
immemorial, candidates for public office have prom- 
ised a new era of government economy, elimination 
of waste and costly duplication. This campaign had 
been no different. Neither will the results be dif- 
ferent. Any partisan who cast his vote — either way 
—in the hope that his selection was the man to take 
him out of the clutches of the tax collectors, the 
morass of spending, or the gale of inflation was feed- 
ing strictly upon hope. There may be slight shifting 
of tax burdens under the new order of thinking. 
Nothing more. 

The subjects of taxation and inflation whet the 
mental appetites and invite the discussion of too 
limited a percentage of the electorate. It was like the 
futile effort to stir feelings about the tidelands oil 
situation. Fact of the matter is that discussion of 
either was futile because nobody wants to be taxed 
more, pay more; almost nobody understood what the 
tidelands oil fight was about except the residents of 
a fractional part of the 48 states, most of them 
already committed by past practice to a given party. 
The federal government already has too many “fixed 
charges” to hold out hope of substantial tax or 
spending reduction, and that’s that! 

So that all that we can reasonably count on is 
that the wilder of the election campaign promises 
are simply not going to be fulfilled. Sober appreci- 
ation of the actual problems confronting the next 
Administration indicates the going will be tough and 
long. What we will probably have is a more con- 
servative approach to the problem, a more systematic 
method of handling them, much less improvisation 
in the details of administration, and, of importance, 
a more friendly attitude to the business, in general. 
This is a psychological element, not without value to 
those who lead in business affairs. 

As for the investor, it will give him a steadier 
basis of appraisal of prospects for the future. One 
of the most unsettling things in the Truman adminis- 
tration was the fact that it was difficult to tell which 
economic policies would be retained and which 
junked. It is quite probable that the new Eisenhower 
administration will give the country a sense of direc- 
tion as well as purpose. 
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PART Il By WARD GATES 


A s pointed out in the first part of this review 
of third quarter earnings, which appeared in our 
last issue, the majority of manufacturing company 
reports indicate continuation of the downswing in 
profits, though this is considerably less marked than 
in the earlier quarters. 

There were a number of possible exceptions to 
this trend, some of which are noted in the accom- 
panying table. This is particularly true of those 
companies in heavy manufacturing which have com- 
pleted their make-ready in preparation for actual 
operations on government work. Initial expense 


’ in the “tooling-up” process and other necessary plant 


adaptations have been largely absorbed and, in fact, 
the ending of these costs, which are of a non-recur- 
ring character, should have an effect in raising the 
profit margin of companies in this category. This 
would apply to the heavy machinery, automobile, 
railway equipment and aircraft engine and parts 
industries and other industries specifically identi- 
fied with defense work. 

What all this means is that for the first time 
since the Korean war started, with its outpouring 
of government contracts for defense and defense- 
related work, this group of industries is in a posi- 
tion to reap maximum benefits of mounting defense 
production and deliveries. 

High taxes and production costs, of course, will 
continue to play their part in reducing the net 
margin of profit below that which would have 
otherwise been achieved. Nevertheless, production 
in the defense industries should be more efficient now 
that the operating “bugs” are largely eliminated. 
This is expected to show up in larger per share 
earnings during the fourth quarter and, probably, 
in the first quarter of 19538, for the best situated 
companies in the industries mentioned. 

Expectations are that the merchandising group 
will receive a fillip from record Christmas business. 
However, costs are so high that an unusually large 
increase in sales is needed to produc? a worth-while 
profit margin. On a per share earnings basis, most 


176 


What Third Quarter 


Earning Reports Reveal 






of the concerns in this group have a long way to 
go before equalling their records of the end of 1950. 
In response to their fundamental problems, many 
merchandising concerns are resorting to novel and, 
even revolutionary, methods of inducing greater 
public sales. 


As expected, some of the steel group turned in 
poor earnings during the third quarter. Though not 
as bad as first estimated. However, since the ending 
of the strike, production has mounted very rapidly 
—a testimonial to the recuperative powers of Ameri- 
can industry—and is now at 106% of capacity, the 
greatest in steel history. From all indications, the 
fourth quarter should produce the best results for 
any three-months’ period this year. 


Judged by the sustained demand for steel, it is 
probable that at least the earlier part of the first 
quarter of 1953 will witness continuation of a high 
rate of activity. Demand for steel from manufac- 
turers of such items, for example, as refrigerators, 
deep-freeze cabinets, washing machines and the like 
is exceptionally large. Apparently, these manufac- 
turers have recovered to a considerable extent from 
the slump earlier this year. 

It is likely that the next few months will produce 
better business generally, though this will not neces- 
sarily be reflected in an equivalent rise in the profit 
margin for the reasons given in the first part of 
this review. Beyond that period, it is difficult to 
prognosticate as this will depend to a considerable 
extent on the outlook for new plant and equipment. 
From present indications, it would seem that both 
government spending and capital outlays will com- 
mence to level off some time in the final] half of 1953. 


Individual Reports 


In the following, we comment briefly on some 
additional manufacturing company earnings reports 
for the third quarter: 

Flintkote Co. Earnings for the 12 weeks ended 
Oct. 4 were $1.26 a share compared with 98 cents 
a share in the corresponding period last year. For 
the full nine months, earnings amounted to $2.71 
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a share compared with $3.33 a share. The showing 
in the third quarter (the company’s reports do not 
precisely correspond with calendar periods) was im- 
pressive inasmuch as it indicated earnings almost 
equal to those of the entire first half, when they 
amounted to $1.45 a share, compared with $1.26 a 
share in the third quarter alone. An important fac- 
tor in the rise in third quarter earnings was the 
increase of $2.4 million in sales, reversing the trend 
of the first half of the year. In that period, sales 
were about $5.8 million under those of the corre- 
sponding period of 1951. For the full nine months, 
total sales were $64.3 million against $67.7 million. 
Income taxes for the quarter came to about 50% 
of profits, slightly under the percentage of the third 
quarter 1951. 


Estimate of Earnings 


Based on rate of return for the third quarter, 
including earnings reported for the first half, it is 
estimated that the company will earn in the neigh- 
borhood of $4 a share for the full year. This com- 
pares with $4.11 a share in 1951. 

The dividend is $3 a share. Up to the third quar- 
ter, the margin of. profit over the dividend rate 


was quite narrow but current improvement indi- 
cates a more secure outlook for continued payment 
at the present rate. 


Leading Business Equipment Maker 


International Business Machines Corp. Successive 
increases in pre-tax income have been registered in 
the first three quarters of the year, amounting to 
$17.7 million in the first period, $18.6 million in 
the second, and $19.5 million in the third. This is 
equivalent, after federal income and excess profits 
taxes to: $2.23, $2.34 and $2.41 a share respectively. 
For the full nine months, earnings were $6.98 a 
share compared with $6.59 a share in the correspond- 
ing period of 1951, after giving effect to the increase 
in common stock capitalization brought about by the 
5% stock dividend earlier this year. 

Based on the showing thus far, it is estimated 
that I.B.M. will earn about $9.50 a share for the 
full year, compared with $9.15 a share in 1951. The 
cash dividend rate is $4 a share, which has been 
supplemented in the past several years by a 5% 
stock dividend. ; 

Development of electronic products is at a rapid 
pace. Of particular (Please turn to page 201) 




































































Quarterly Comparison of Sales and Earnings 
a  — --— ] 952 — oo — 195] —___—— — 
3rd Quarter 2nd Quarter 1st Quarter 4th Quarter 3rd Quarter 
Net Sales Net Per Net Sales Net Per Net Sales Net Per Net Sales Net Per Net Sales Net Per 
(Millions) Share (Millions) Share (Millions) Share (Millions) Share (Millions) Share 
Air Reduction $ 29.9 $ .50 $ 31.9 $ .60 $ 31.1 $ .61 $ 30.6 $ .66 $ 29.3 $ 62 
Allied Chemical & Dye VEZ2 1.02 122.0 1.22 122.2 1.11 125.5 1.21 121.7 1.06 
Allis-Chalmers Mfg. 117.4 2.32 144.0 2.23 123.1 1.85 136.7 2.34 112.1 1.87 
American Can 233.6 .82 132.6 .40 112.0 45 143.9 89 201.5 91 
Armco Steel 110.0 1.49 116.9 1.26 139.8 1.54 135.7 1.59 130.0 1.17 
Bethlehem Steel 367.5 1.62 340.4 39 466.3 1.80 470.2 3.93 446.7 1.76 
Caterpillar Tractor 100.4 1.19 130.2 1.61 130.3 1.38 122.8 1.40 47.4 (d) .13 
C. |. T. Financial 1.91 1.96 1.81 1.73 2.02 
Clark Equipment 24.9 1.24 36.5 2.42 37.4 2.50 37.5 2.53 32.2 1.57 
Commercial Solvents 12.8 JE 11.0 (d) .O1 10.5 .07 15.4 53 13.5 51 
Du Pont 407.4 1.14 379.2 1.06 385.2 1.06 385.2 1.30 380.7 84 
Flintkote 23.2 1.26% 26.2- 1.21- 14.9! 241 16.54 783 20.7° 985 
General Motors 1,695.3 1.31 2,075.4 1.59 1,793.0 1.42 1,862.9 1.49 1,721.3 1.01 
Hercules Powder 43.5 95 43.7 1.02 48.0 1.10 52.4 1.52 53.7 1.05 
Inland Steel 98.3 .97 95.3 .90 123.6 1.42 123.4 1.86 131.2 1.58 
Jones & Laughlin * 106.3 .08 90.8 (d) .08 138.4 70 145.0 1.09 136.4 1.25 
Libby-Owens-Ford Glass 37.1 69 42.2 78 38.3 67 38.1 51 41.1 .30 
Liggett & Myers 167.8 1.60 147.1 1.23 131.2 91 139.7 1.31 136.7 1.32 
Lone Star Cement 21.7 95 21.2 .93 17.9 54 18.1 1.35 19.5 75 
Lorillard (P.) 55.6 57 55.5 46 48.3 4l 51.2 .37 48.9 45 
Merck & Co. 21.9 16 26.8 .28 29.6 33 30.8 47 28.7 35 
Minn. Honeywell Reg. 40.8 .70 38.6 56 33.9 40 38.9 64 30.5 54 
| Monsanto Chemical 62.9 .92 62.9 1.05 63.3 1.00 65.8 1.36 67.2 1.08 
National Cash Register 53.7 1.08 52.5 1.26 51.0 1.30 64.8 1.29 46.4 1.16 
National Gypsum 26.1 80 24.5 75 21.8 68 24.5 76 254 66 
Owens Corning Fiberg!as 26.2 41 22.4 41 24.3 .33 25.5 .88 22.1 18 
Parke, Davis & Co. 28.2 .83 31.9 95 38.7 1.05 35.3 1.26 34.2 94 
Pfizer (Chas.) & Co. 26.6 39 23.7 52 30.2 64 27.2 79 24.4 49 
Philips Petroleum 180.6 1.19 175.9 1.33 170.5 1.37 169.7 1.37 153.0 1.28 
Pullman Co. 75.3 89 90.1 1.19 74.6 1.03 79.9 1.53 55.8 1.21 
Radio Corp. of Amer. 167.6 42 141.9 ao 163.8 45 177.6 .87 118.9 13 
Reynolds Metals 56.7 1.84 57.0 1.71 57.1 2.03 51.3 2.28 52.2 2.15 
Rheem Mfg. Co. 48.7 77 30.6 52 29.1 51 25.0 78 21.0 17 
Scott Paper 44.4 81 25:7 76 37.6 81 31.6 1.14 49.7 .87 
Sharpe & Dohme 12.6 .83 11.4 34 14.6 Leh 10.5 75 11.5 .96 
Sutherland Paper 12.7 .69 12.8 68 11.5 62 9.8 .64 11.4 43 
Sylvania Elec. Products 57.9 70 48.2 60 55.9 .88 58.6 1.02 40.3 54 
Thompson Products 65.5 1.86 64.1 1.69 59.2 1.39 55.6 1.67 48.6 1.08 
Union Carbide & Carbon 231.7 .84 221.5 .80 231.3 81 236.9 94 232.2 81 
United Air Lines 46.1 1.72 40.6 BUF 32.1 .26 32.6 54 36.8 1.84 
U. S. Rubber 205.2 88 222.9 1.02 220.5 94 205.2 1.26 204.9 89 
U. S. Steel 679.5 92 596.7 61 864.1 1.43 932.1 1.64 867.1 83 
Westinghouse Electric 362.4 1.07 357.5 99 323.8 .96 339.7 1.36 310.4 69 
(d)—Deficit. 1—12 weeks, 3/22/52. 2—16 weeks, 7/12/52. °—12 weeks, 10/4/52. 4—12 weeks, Dec. 1951. 5—12 weeks, Oct. 1951. 
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Investment Audit of... 


GULF OIL 


By PHILLIP DOBBS 


oo Oil Corporation, which is controlled and 
managed by the Mellon interests (though no longer 
directly headed by a Mellon) is among the largest 
of the independent oil companies, with assets and 
annual sales in the neighborhood of $1.5 billion. 
Its oil properties include over 12.5 million acres in 
the United’ States, over half as much in Canada 
(undeveloped leases and options), a half interest 
in the extremely valuable Kuwait concession on the 
Persian Gulf, and large holdings in Venezuela. 

The approximate allocation of the company’s in- 
terests are reflected in the following statistics: 


Est. 
Production Reserves Net Net 
. of Crude 1948 Income Assets 
Western Hemisphere 

v3 87% =—-19% 60% 82% 

Other 14. 9 17 11 

Asia — Kuwait 46 72 23 7 
100% 100% 100% 100% 


As might be expected of a Mellon enterprise, the 
company maintains an impregnable position. At the 
end of 1951 cash approximated $285 million, in- 
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ventories $113 million and receivable $163 million, 
totalling over $600 million. This compared with cur- 
rent liabilities of $276 million and long term debt 
(including sales obligations) of $202 million, or 
a total of $478 million. There is only one class of 
stock, of which some 22.7 million shares are out- 
standing with a par value of $25, a 1951 book value 
around $44, and a recent price of 50. 

The company has had a record of rapid growth 
and increasing share earnings since 1938. Gross 
operating income increased some 440%, and despite 
heavy taxes net income in 1951 was nearly eleven 
times as large as in 1938. After adjustment for 
split-ups in the common stock, share earnings grew 
from 72¢ to $6.77 in 1948, from which they dropped 
back to $4.45, recovering to $6.17 in 1951. 

For the 9 months ended September 30, 1952 the 
company reported $4.31 compared with $4.13 in the 
same period of last year. This gain was registered 
despite a decline in crude oil production and refinery 
runs resulting from the industry-wide refinery strike 
last spring. Sales were slightly higher, and foreign oil 
production and refinery output gained substantially. 
Progress on the company’s expansion and improve- 
ment program was reported satisfactory, with net 
working capital at the highest level in the com- 
pany’s history. 


Conservative Dividend Policy 


Gulf’s dividend policy has been very conservative, 
the current $2 rate reflecting a payout of only about 
THE 
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one-third of share earnings. However, with the 50¢ 
quarterly dividend recently declared, directors also 
voted a 4% stock dividend (both payable Dec. 19 
to holders of record Nov. 14). The company stated: 
“So long as earnings are favorable, it is the inten- 
tion of the directors to maintain the policy of dis- 
tributing quarterly dividends in cash, having due 
regard to the opportunities for profitable employ- 
ment of retained earnings. While such opportuni- 
ties continue to warrant unusually large reinvest- 
ment of earnings, consideration will also be given 
periodically to evidencing the growth in stockholder 
equity by supplementary dividends in stock.” It 
might also be added that from a tax angle, stock 
distributions are currently in favor with large 
investors. 

Gulf’s nine-months’ report was outstanding as 
compared with some interim oil reports. Thus, 
Standard Oil of New Jersey showed a dip in nine 
months’ earnings to $6.45 compared with $6.65 last 
year, Shell showed $4.65 versus $5.11, Continental 
Oil $2.88 versus $3.22, and Skelly $6.91 versus $7.67. 
Phillips Petroleum showed a modest gain ($3.89 ver- 
sus $3.74 based on average shares) and Socony 
reported $3.80 versus $3.74. 

Gulf is a well-rounded oil system, with substantial 
refining and retailing facilities, principally in the 
United States. Its domestic production of crude in 
1951 was equal to some 47% of refinery runs. The 
company’s eight refineries are located along the 
Atlantic Seaboard, in Texas and the Middle West; 
the Philadelphia and Port Arthur plants account 
for about three-quarters of total domestic refining 
capacity. Gasoline and other refined products are 
retailed principally east of the Mississippi, with 
smaller sales in the West, excluding the Pacific 
Coast area. Water transport serves much of the 
marketing territory, but the company also controls 
various pipe-lines in the interior areas. 

In its refinery operations, Gulf has shown about 
average progress in increasing output. Since 1947 
refinery runs’ have _ increased 
about 25° compared with 9% 
for Standard Oil of New Jersey. 


13% for Socony, 28% for Texas, { | 
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STATEMENT FOR THE MAGAZINE OF WALL STREET 
By S. A. SVENSRUD, President, Gulf Oil Corporation 

In recent years Gulf has vigorously prosecuted a pro- 
gram of enlarging its production, refining, transportation, 
and marketing facilities to meet ever-increasing demands 
for oil; by the end of 1952 post-war expenditures for 
property, plant facilities, and related assets will exceed 
1,200,000,000 dollars. These outlays for discovering and 
developing crude oil reserves and for modernization and 
increasing plant capacity have enabled the company to 
efficiently serve the needs of Gulf customers while carry- 
ing its full share of the nation’s defense effort. At the 
same time a strong financial position is being maintained. 
By the end of this year the company’s cash and equivalent 
is expected to be around $300,000,000. compared with 
a long term debt of $185,000,000. 

The company has been successful in developing and 
increasing oil production in foreign areas of both the 
Western and Eastern Hemispheres and operations in the 
Middle East were an important factor in alleviating the 
world-wide shortage which threatened a year ago. Its 
share of crude oil production in Kuwait on the Persian 
Gulf, where the company enjoys amicable relationship 
with the Government, is now approximately 350,000 bar- 
rels per day. As a great part of this output is sold abroad 
under long term contracts we believe that this production 
can be well maintained even if Iranian oil re-enters the 
world market. 























Gulf has tremendous crude oil reserves; and de- 
velopment work will doubtless continue to build up 
aggregate reserves faster than they are depleted. 
Up-to-date figures are not obtainable, but at the 
end of 1948, reserves totaled nearly 7 billion bar- 
rels, enough to maintain current production at the 
1951 rate of 230,000 barrels for about thirty years, 
even if no additional reserves were discovered. 

Gulf, largely through a subsidiary, obtained pro- 
duction of 1,500,000 barrels in Canada in 1951. It 
holds over 6,600,000 acres and large gas reserves in 
that country. In 1951 some 68 wells were com- 
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38% for Standard Oil of Califor- 
nia, ete. Gulf has thus maintained 
its relative position with respect 
to other leaders. Its U. 8S. produc- Shs 
tion, however, was up only 8% 


Long Term Debt: $185 
{011 Sales Oblig: 
Common: 
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during the same period, indicating 
perhaps that the management has 
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been mainly concerned with the 
tremendous foreign development. 
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However, the company has been a 
engaged in a domestic improve- 
ment program designed to (1) 
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pleted, some of which were exploratory. Gulf’s 
Venezuelan production interests are in the Meme 
Grande field owned jointly with Royal Dutch Shell 
and International Petroleum, a subsidiary of Stand- 
ard Oil of New Jersey. It also has a two-thirds in- 
ig 9 in a refinery with an output of 30,000 barrels 
a day. 

Gulf’s oil and gas reserves in the Western Hemis- 
phere have been estimated to be worth $1.2 billion, 
based on estimated values of oil in the ground of 
60¢ a barrel in the United States, 50¢ in Canada and 
40¢ in South America; natural gas reserves are 
taken at 3¢ per mcf here, and 2¢ in Canada. With 
addition of the value of its refining facilities and a 
$45 million investment in Texas Gulf Sulphur, it is 
estimated that total net values in the Western 
Hemisphere would exceed the current market valu- 
ation of the common stock. 


Exploration Abroad 


Gulf is actively exploring in a number of coun- 
tries outside the Western Hemisphere—Denmark, 
Tunisia, Sicily, and Mozambique. However, its major 
interest, as already indicated, lies in Kuwait—a small 
and formerly obscure Shiekdom, wedged between 
Iraq and Saudi Arabia at the head of the Persian 
Gulf. Gulf has a half interest in the Kuwait con- 
cession, the other half being held by D’Arcy Explo- 
ration, a subsidiary of Anglo-Iranian Oil Company 
(much in the limelight in the past year because of 
the closing of the world’s largest refinery in Iran, 
which it owns). The two companies have developed 
the Burgan field, with estimated reserves of well 
over 10 billion barrels. Another field at Magwa has 
also been opened up, which is expected to add sub- 
stantially to present reserves. Since Gulf does not 
have marketing facilities in the Orient, much of its 
Kuwait production is sold to the Royal Dutch Shell 
group. 


Middle-East Production 


Production in Kuwait is currently running 
800,000 barrels per day or roughly 290 million 
barrels a year, having been expanded rapidly this 
year to replace the Iranian deficit. Daily produc- 
tion in recent years has been as follows, in 














thousands of barrels: 


StS Buk aorta hate 106,281 
BI oases si OR tioeeas 69,940 
___,_UBERGE SURE eeenote 48,035 
BI 6s crag cals aon etvdimolds 23,330 
ND sey po neha as le tousnede 7,600 


Gulf’s current assets are probably sufficient to 


cover all debts and the company’s holdings in the & 
Western Hemisphere plus the estimated value of 7 
refineries and miscellaneous assets should be suffi- | 


cient to offset the present market valuation of the 
company’s stock about $1.1 billion). While the haz- 
ards of mid-Eastern politics make it difficult to 


make a reliable valuation of the Kuwait interest, | 
at least it looks as though stockholders own this | 


interest “for free’. If the enormous Kuwait re- 
serves should be valued at 25¢ per barrel “in the 
ground” this would give stockholders a potential 
claim for about $54 per share over future years 
(which, of course, would have to be discounted in 
terms of present worth). Of course, the hazards 
of middle-East politics make it difficult to rely on 


such a valuation. For example, Britain is now said | 


to be confronted with another Middle-East oil crisis. 
Already at odds with Iran, whose huge production 
has been held back by Premier Mossadegh’s intran- 
sigant attitude, the surprise dissolution of the Par- 
liament in Iraq has now opened up an election cam- 
paign in which the nationalization of British oil 
interests is a key issue. 

American companies have apparently been liberal 
in their dealings with the rulers of Saudi Arabia 
and Kuwait—not only in their “take” as a propor- 
tion of the gross oil output, but also in their liberal 
gifts and concessions to these rulers. And while 
the political situation appears under control in these 
countries, nevertheless the fever of nationalization 
might easily spread throughout the whole area if 
Iran and Iraq finally prove-successful in “twisting 
the British lion’s tail’. 


Distribution of Income 


Gulf’s bookkeeping is on an unusually conserva- 
tive basis. Thus, in 1951 cash earnings (after pay- 
ing income taxes of $104 million) approximated 
$291 million. Of this (Please turn to page 201) 
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Long Term Operating and Earnings Record 
Net Sales 
& Other Percent 
Operating Operating Operating Income Net Net Net Div. Earned on 
Revenues Income Margin Taxes Income Profit Per Per Invested Price Range 
———— (Millions) ——— (Millions) ——— Margin Share Share Capital High Low 
1952 (First 9 months) $ 97.8 $4.31 $2.00- 5852-4638" 
1951 $1,439.3 $255.7 17.7% $103.9 140.0 9.7% 6.17 2.00 13.8% 58-4054 
1950 1,150.0 192.9 16.7 64.8 111.1 9.6 4.90 2.00 12.0 4112-2958 
1949 969.5 130.0 13.4 19.9 100.8 10.4 4.45 1.87 11.6 3534-28% 
1948 1,068.8 220.8 20.6 53.1 153.5 14.3 6.77 1.50! 109 4012-2834 
1947 797.2 137.2 17.2 33.0 95.5 19 5.26 1.37 16.4 3814-2812 
1946 562.2 82.8 14.7 18.7 58.2 10.3 3.21 1.25 11.1 39-28% 
1945 504.6 65.5 12.9 8.0 45.2 8.9 2.38 1.00 9.1 307-2412 
1944 533.3 66.9 12.5 12.0 42.0 7.8 2.32 1.00 8.8 2514-218 
1943 431.7 46.1 10.6 15.0 29.3 6.7 1.61 75 6.4 2514-1858 
1942 349.9 33.2 95 7.6 22.9 6.5 1.26 75 5.2 19%2-12% 
10 Year Average 1942-1951 $ 780.6 $123.1 14.5% $ 33.6 $ 79.8 9.6% $3.83 $1.35 11.3% 58-12% 
1_Plus stock. 2—Plus 4% stock to 12/19/52. 3—To Oct. 30, 1952. 
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Five Outstanding 
Entrenched Stocks 


By OUR STAFF 


The uncertainties of the present time with 
regard to earnings and dividend prospects require 
investors to reexamine their holdings with a view 
to strengthening their lists. Past experience has 
shown that such opportunities are open to investors 
among companies representing industries that have 
proven their capacity over a long period of time to 
resist unfavorable business conditions. 

These companies, as a rule, are found in indus- 
tries catering to mass consumption or mass serving. 
The best illustrations of such industries are found, 
for example among the great public utility systems, 
and concerns catering to the vast low income group. 
Industries such as these are far less likely to be 
susceptible to cyclical change than most of the others. 
As a consequence their earnings are much more 
stable and their dividends more assured. 

For the purpose of assisting our readers in the 
selection of stocks of this calibre, our Staff has 
chosen five issues representing well entrenched com- 
panies currently priced to yield from 5 to 6.9.%, with 
the exception of one issue in the group currently 
selling to yield 4%. These stocks include: American 
Telephone & Telegraph Co., the greatest public 
utility system in the world, with 52 years of unin- 
terrupted dividends; F. W. Woolworth Co., which 
has repeatedly demonstrated its earnings ability 
under all conditions, the present company having 
paid dividends for 40 years; American Gas & Elec- 
tric Co., whose System’s growth is outpacing that 
of almost every other utility, and which has paid 
dividends for 42 years; Commercial Credit Co., a 
growth company with 40 years of dividends, and 
Corn Exchange Bank Trust Co. of N. Y., an old 
line, conservative banking institution that has paid 
dividends without interruption for 99 years. 

These five stocks represent companies operating 
in well diversified fields. With the exception of 
American Tel. & Tel., they are currently priced to 
afford the investor, with but a moderate amount of 
funds, an opportunity to make a package purchase of 
odd lots, thus creating a sound investment portfolio. 

On this and following pages, we present com- 
ments on these companies, together with vital sta- 
tistical data giving dividend rates, yields at current 
prices as well as charts depicting price movements 
of the stocks for the past 10 years. 
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AMERICAN GAS & ELECTRIC CO. 


BUSINESS: Through operating subsidiaries comprising a coordinated, 
intergated system, the company supplies electricity to the broad and 
important industrial areas of Ohio, West Virginia, Michigan, Virginia and 
neighboring states, and to 2,260 communities having a 4.5 million 
population. 


OUTLOOK: With a dividend background extending, without interruption, 
over 42 years, American Gas & Electric’s properties constitute the second 
largest utility system in the United States. Its record has been one of consistent 
growth. Within the six years to 1951, it has gained 372,000 customers 
for a total of 1,219,000; expanded electric sales from 7.56 billion to 14.05 
billion KWH, and increased gross revenues from $103.4 million to $192.3 
million. In the 12 months ended August 31, last, gross revenues crossed 
the $200 million mark. Notwithstanding higher operating costs and new 
financing partly covering investments in new generating stations and other 
facilities, 1951 per share earnings were equal to $4.55, a result which 
delineates managerial and plant efficiency. In the five years to 1951, 
$361 million was spent to increase generating facilities and other equip- 
ment. The 1952 program called for outlays of $127 million, and another 
$192 million has been tentatively scheduled for 1953 and 1954 expansion. 
By the latter year, generating capacity will total more than 4 million 
kilowatts, twice the System’s size in 1947, and greater by 1.3 million 
kilowatts than in 1951. This is exclusive of the company’s interest in the 
Ohio Valley Electric Corp., in which a number of other utility companies 
have an interest, and which has been awarded an Atomic Energy Com- 
mission contract for supplying electric power to the new atomic center at 
Portsmouth, Ohio. As for the System’s operations in serving industry and 
communities, the outlook is for continued growth. Its big advantage lies 
in its steam generating plants, most of which are situated in the heart 
of the prolific Eastern Coal Area. 


DIVIDENDS: Dividends have been supplemented by stock distributions 
and the company now proposes a 2-for-1 split. Cash payments are 
currently 75 cents quarterly. 


MARKET ACTION: Recent price of 59, compares with a 1951-52 price 
range of High—63'2, Low 515%. At current price the yield is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Secur. $ 33,139 $ 42,099 +$ 8,960 
Receivables, Net ¢ 19,154 + 3 
Materials & Supplies 9,442 34,952 + 25,510 
Other Current Assets 084 1,889 + 1,805 
TOTAL CURRENT ASSETS 52,035 98,094 + 46,059 
Gross Property 523,364 829,512 + 306,148 
Investments 16,282 2,723 — 13,55) 
Other Assets 14,226 5,591 — 8,63 
TOTAL ASSETS $605,907 $935,920 +$330,013 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 42,405 $ 66,911 +$ 24,506 
Reserves 31,050 2,90! 28,142 
Depreciation Reserve 81,867 167,015 + 85,148 
Other Liabilities 8,344 5,530 2,814 
Long Term Debt 232,370 391,820 + 159,450 
Preferred Stocks 101,343 72,143 — 29,200 
Common Stock 44,827 104,165 + 59,338 
Surplus 63,701 125,428 + 61,727 
TOTAL LIABILITIES ates $605,907 $935,920 +$330,013 
WORKING CAPITAL $ 9,630 $ 31,183 +$ 21,553 
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AMERICAN TELEPHONE & TELEGRAPH CO. COMMERCIAL CREDIT CO. 
> i : | 
BUSINESS: The greatest public utility system in the world, A. T. & T., BUSINESS: One of the two largest Companies engaged an wholesale, 
| operates a nation-wide system of long distance telephone lines, is the retail and commercial financing, factoring and making direct personal 
leading manufacturer of telephone equipment, and its coaxial cable and loans. Also operates four subsidiaries in the fields of credit, health and 


radio relay lines are constantly expanding with the growth of the tele- 
vision industry and the increase in number of television networks. 


OUTLOOK: Company's growth represents 75 years of uninterrupted prog- 
ress which has attained a faster pace during the five years to 1951 
in which operating revenues of its Bell System gained $1.4 billion to 
a record figure of $3.6 billion for last year. That figure wil be surpassed 
in 1952, according to the report for the 12 months to Sept. 30, last, 
showing operating revenues of $3.8 billion, or $37 million more than 
for the previous 12 months. During the September quarter of 1952, the 
System gained about 420,000 telephones, bringing the total now in service 
to close to 39 million. It is handling more calls than ever before, both 
local and long distance, with no slackening in the broad expansion calling 
for additional lines and equipment to the $12 billion Bell System. So far 
in 1952, about $900 million has beeen spent by the company’s subsidi- 
aries for new construction which when in operation should substantially 
augment earning power that produced net of $11.40 a share in the 12 
months to August 31, last. Items provided for in the construction program, 
aside from extending and expanding telephone lines, cover major de- 
velopments in transcontinental and radio and television relays. The Bell 
System television network in less than 5 years has been extended com- 
pletely across the nation, along the entire West Coast and into the South. 
Today 99% of all television sets are within reach of network programs 
with further growth in the System’s network to be recorded as more cities 
are linked and new television viewing areas are opened up, adding to 
earnings which have enabled A. T. & T., to extend its dividend record 
marked by the 126th consecutive distribution on October 15, of this year. 


DIVIDENDS: Payments, inaugurated in 1900 at $7.50 a share, were raised 
to $8.50 in 1906, and increased to $9 a share in 1922, continuing at that 
rate ever since. 


MARKET ACTION: Recent price of 153%, compares with a 1951-52 price 
range of High—163¥%, Low—150. At current price the yield is 5.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1942 1951 Change 

ASSETS (000 omitted 

Cash $ 60,391 $ 91,669 + $ 31,278 
Temporary Cash Invest. 158,258 547,802 389/220 
Receivables, Net 177,276 430,112 e 252,836 
Materials & Suplie 58,449 118,165 -+- 59,716 
TOTAL CURRENT “ASSETS 454,698 1,187,748 + 733,050 
Telephone Plant 5,296,658 10,949,685 -+- 5,653 
Investments 296,366 558,664 + 262,298 
Other Assets 33,143 


44,975 78,118 -+- 
TOTAL ASSETS $6,092,697 $12,774,215 +-$6,681,518 


LIABILITIES 


TOTAL CURRENT LIABILITIES $ 408,505 $ 1,100,638 4+-$ 692,133 
Depreciation Reserve 1,560,216 3,041,697 + 1,481,481 
Other Liabilities 9,24 38,862 + 29,621 
Long Term Debt 1,499,055 3,707,317 +- 2,208,262 
Preferred — (Subsid. Cos.) 179 17,904 

Common Stock 2,138,654 4,182,373 + 2,043,719 
Common Stock (Subsid. Cos.) . 88,588 141,186 + 52,598 
Surplus 370,534 544,238 + 173,704 
TOTAL LIABILITIES $6, a 697 $12, 215 +$6,681,518 
WOPKING CAPITAL $ 46,193 $ 7,110 +$6,681,518 
CURRENT RATIO 1.1 a eee 
182 


automobile insurance, 
diversified industries. 


and 8 manufacturing subsidiaries operating in 
OUTLOOK: The company’s record over a period of more than 40 years 
is outstanding in both growth of operations and stable earning power. 
Its rise has been particuarly notable during the last two decades in 
every year of which, with the exception of 1933, CCC has been able to 
maintain dividend payments on its capital stock. Within that period, gross 
income of $16.1 million in 1931, has risen to where in 1951 it stood 
at $118.9 million, producing net income of $19.7 million, or $4.31 a 
share. This gave effect to the 1952 stock dividend of 100%, compared 
with 75 cents a share in 1931, after allowing for a 20% stock dividend 
in 1936. While financing of automobile purchases at the retail level is 
an important part of the company’s business, this segment of activities 
has broadened with the increasing number of consumer products brought 
out in recent years, including mechanical refrigeraiors, dish and clothes 
washing machines, modern heating equipment and now television receiving 
sets. This expansion finds reflection in the volume of wholesale financing for 
manufacturers, distributors and dealers, and the concurrent growth in 
factoring and commercial financing. These divisions are the principal con- 
tributors to total earnings which are bolstered, however, by the sub- 
stantial contributions of the insurance and manufacturing subsidiaries 
which last year amounted to $3.2 million and $4.5 million respectively. 
Last year the volume of receivables acquired totaled $2,783 million, a 
record figure which probably will be equalled or exceeded in 1952. 
These figures as well as net earnings may fluctuate from year to year, 
but CCC has convincingly demonstrated its earnings ability and the 
maintaining of a long and uninterrupted dividend record. 

DIVIDENDS: Cash dividends, except for 1933, have been paid in every 
year since 1913. The current rate of cash payment is 60 cents a share 
quarterly. 


MARKET ACTION: Recent price of 3412, compares with a 1951-52 price 


range of High—38%, Low—22%2. At current price the yield is 6.9%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 June 30 

1942 1952 Change 
ASSETS (000 omitted) 
Cash $ 32,996 $ 51,834 $ 18,838 
Marketable Securities 72,575 72,575 
Notes & Receivables, Net 173,236 731,332 + 558,096 
Receivables, subs. 9,381 7,33 — 2,047 
Net Property 5,020 14,869 4 9,849 
Inventories 6,077 10,008 4 3,931 
Investments 25,282 — 25,282 
Other Assets 1,798 5,246 + 3,448 
TOTAL ASSETS $253,790 $893,198 -+-$639,408 
LIABILITIES 
Unearned Prems. ; $ 34,709 +$ 34,709 
Accounts Payable $ 557 24,164 + 23,607 
Accruals 5,127 7,667 + 2,540 
Accrued Taxes 17,067 24,942 -+ 7,875 
Reserves 864 29,203 — 4,661 
Other Liabilities 9,618 064 — 9,554 
Short Term Debt 73,321 461,533 + 388,212 
Lona Term Debt 46,500 181,500 + 135,000 
Preferred Stock 12,194 — 12,194 
—— Stock 18.415 oe 804 + Ps 
Surp 37,127 106,612 + 69,485 
TOTAL LIABILITIES $253,790 $893, 198 689, ‘408 
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and has pioneered in the field of local branch banking, having expanded 
this phase of its operations to where it now operates 78 such units in 
Greater New York. 


OUTLOOK: Bank stocks, although they afford comparatively modest yields, 
are especially attractive to investors primarily interested in stability of 
earnings, maintenance of dividends, as well as the longer-term potentialities 
inherent in progressive banking institutions operating in Greater New 
York. The Corn Exchange, on the eve of observing its 100th anniversary, 
has a dividend record, inaugurated in 1854, that has been maintained 
for 99 years. Although the bank maintains commercial, foreign, and 
trust departments, and as of Sept. 30, last, showed loans and discounts 
totaling $142.5 million, the greater portion of funds, $343 million, was 
invested in U. S. Government securities, with another $37 million invested 
in mainly state, municipal and other public debt. Interest and dividends 
from these investments constitute the bank’s largest source of income which 
for the 9 months to Sept. 30, 1952, accounted for $6.2 million of a total 
net of $12.1 million, equal to $3.68 a share. In the first 9 months of 1951, 
net equalled $3.67. While it has shown fairly steady growth over the 
years, its expansion has been comparatively rapid since 1940, capital funds, 
mounting from $35.3 million to where at the close of September, this 
year, they stood at $49.8 million, or a book value of $66.51 a share. 
In the same period, deposits have grown from $381.9 million to in excess 
of $700 million. By reason of its large investments in government 
securities, a substantial portion of income is free from normal taxes and 
as in 1951, the bank again this year will not be subject to EPT. Corn 
Exchange, the only bank stock listed on the N. Y. Stock Exchange, has 
been the subject of merger rumors at frequent intervals in late years. At 
the moment, however, nothing has materialized from these repeated 
reports of merger possibilities. 


DIVIDENDS: The current conservative dividend rate of $3.00 a share 
annually was established in 1950, with quarterly payments of 75 cents 
a share. 

MARKET ACTION: Recent price of 6312, compares with a 1951-52 price 
range of High 72%, Low—60'4. At current price the yield is 4%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

42 1951 Change 
RESOURCES (000 omitted) 
Cash & Cash Items $176,277 $262,042 +$ 85,765 
U. S. Gov. Sec. 188,807 394,123 + 205,316 
Other Seecurities 42,938 28,753 — 14,185 
Federal Reserve Stock 900 1,200 + 300 
Loan & Discounts 31,177 143,035 111,858 
Mortgages & Acceptances 16,649 1,553 — 15,096 
Real Estate 12,885 7,611 - 5,274 
Accrued Income Receiv. 1,231 1,858 4. 627 
Other Assets 277 563 4 286 
TOTAL RESOURCES $471,141 $840,738 +$369,597 
LIABILITIES 
Capital Stock $ 15,000 $ 15,000 
Surplus & Undivided Profits 20,458 33,910 13,452 
Reserves for Taxes & Expenses 1,754 1. 1,754 
Acceptances (Net) ee 1,423 -L 1,423 
Deposits 435,683 788,651 -+- 352,968 
TOTAL LIABILITIES eer $471,141 $840,738 +$369,597 
BOOK VALUE PER SHARE $ 47,28 $ 65.21 +$ 17.93 


NOVEMBER 15, 1952 


in Cuba, the company is, and has been for 73 years, the leader in the 
“5 and 10” cents store field which has been gradually expanding to 
handling merchandise in the higher priced brackets. Through subsidiaries, 
operates 764 stores in England and 44 units in Western Germany. 


OUTLOOK: Woolworth is a dynamic organization. Its beginning, marked 
by the opening of the original store, established modern chain store 
merchandising. From then on to the present day, it has been expanding 
and fortifying its position by extending its field of operations to em- 
brace a greater line of merchandise, adding new sales units and enlarg- 
ing and modernizing old units. In place of limited ground floor quarters, 
now antiquated by the company’s own standards, the majority of its 
outlets are fully modernized and in some instances occupy entire buildings 
of striking architectural design, attracting a greater number of customers. 
The constant practice of these policies is reflected in the company’s 
earning power in years when general business was at a high level and 
when general conditions were exceedingly low. Even at the nadir of 
the 1930-32 depression, net sales of its U. S., and Canadian stores ran 
as high as $249.8 million, producing along with dividends from foreign 
subsidiaries, net income equal to $2.27 a share. From that year on, 
expanding operations have constantly pulled sales upward to a 1951 level 
of $684 million with net earnings, including income from its English 
subsidiary, equalling $3.22 a share, Indications are that 1952 sales will 
set another record high, volume in the first 9 months running 3.5% 
ahead of the 1951 period. Higher taxes, of course, are taking a bigger 
slice of earnings and increased operating costs have narrowed profit 
margins. The solution to these problems may be “self-service” stores, the 
first of which was opened in August of this year. 


DIVIDENDS: Payments, since incorporation in 1912, have been made 
without a break in any year. Current payments are at an annual rate of 


$2.50 a share. 
MARKET ACTION: Recent price of 43, compares with a 1951-52 price 
range of High—46'4, Low—415¢. At current price the yield is 5.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 32,334 $ 55,397 +$ 23,063 
Receivables, Net 1,470 1,817 + 347 
Inventories 62,902 98,690 + 35,788 
TOTAL CURRENT ASSETS 96,706 155,904 + 59,198 
Net Property 123,820 199,718 + 75,898 
Investmen!s 32,277 32,587 - 31 
Other Assets 3,267 3,836 -- 569 
TOTAL ASSETS $356,070 $392,045 +$135,975 
LIABILITIES 
Accounts Payable $ 4,529 $ 3,914 $ 615 
Accruals 10,960 16,391 + 5,431 
Accrued Taxes 15,709 35,084 19,375 
TOTAL CURRENT LIABILITIES 31,198 55,389 24,191 
Reserves 131 2,444 + 2,313 
Long Term Debt 19,019 17,516 — 1,503 
Capital Stock 97,500 97,500 : 
Surplus 108,222 219,196 + 110,974 
TOTAL LIABILITIES $256,070 $392,045 +$135,975 
WORKING CAPITAL $ 65,508 $100,515 +$ 35,007 
CURRENT RATIO 3.1 2.8 — 3 
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CORN EXCHANGE BANK TRUST CO. F. W. WOOLWORTH COMPANY 
BUSINESS: One of New York’s oldest banks. It began business in 1853, BUSINESS: Operating 1,778 stores in the U. S., 157 in Canada and 8 
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Status of the. 





of traffic to trucks virtually has stopped 
and prospects appear promising for some 
moderate recovery of shipments from rival 
transportation agencies, (2) impressive 
gains in operating efficiency encourage the 
belief that earning power can be main- 


A tained more effectively in event of a set- 
back in business than was the case a decade 


—AFTER A DECADE OF DEBT REDUCTION 


By ROGER CARLESON 


O: many unusual aspects of the stock mark- 
et’s strange behavior this year, one of the most 
striking developments has been the recovery in 
institutional investment interest in railroad stocks. 
Few investment trusts and insurance companies 
have had the courage to include carrier securities 
in their portfolios for more than two decades. The 
severe decline in this group in the depression brought 
a stigma which virtually eliminated railroad in- 
vestments from consideration by institutions. 


Within the last year or so, however, there has 
been a gradual change in appraising the prospects 
of carriers. Stocks of several strong roads have 
scored substantial advances and have reached a 
standing where they have commanded the respect 
of astute investment managers. Reports issued by 
investment trusts disclose a significant increase in 
holdings of carrier stocks. This change of heart may 
be attributed to a growing conviction that the na- 
tion’s railroads have strengthened their competi- 
tive position and many have so improved their 
financial standing that they deserve consideration 
for income if not for spectacular growth and appreci- 
ation. 


The more confident attitude among investors may 
be attributed to these principal reasons: (1) Loss 
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or more ago, (3) credit standing has been 
bolstered tremendously by huge debt retire- 
ment and by enlargement of working capi- 
tal, (4) progress in reduction of fixed 
charges and in installation of efficient fa- 
cilities have afforded greater assurance of 
stable earning power with which to main- 
tain dividends and (5) indications pointing to con- 
tinuance of high level of freight traffic for some 
time to come—especially in the profitable categories 
of heavy industrial output. 

Motorists noting the remarkable increase in the 
number of highway trucks and trailers clogging 
traffic arteries must have wondered whether any 
freight had been left for the railroads to haul. It 
is little wonder that the average investor fears 
that the carriers may be driven out of business. Yet, 
statistics disclose that well over half of all freight 
handled by transportation agencies moves by rail- 
road. Moreover, the carriers have lost little traffic 
to truckers in receent years. 


Principal Factors in Improvement 


As a matter of fact, inland waterways and petro- 
leum pipelines are more important competitors for 
traffic than highway trucks. Figures recently com- 
piled by the Bureau of Transport Economics and 
Statistics in the Interstate Commerce Commission 
disclose that the railroads accounted for 58.6 per 
cent of freight traffic last year, while the volume 
which moved by inland waterways amounted to 
15.9 per cent and that by pipelines totaled 13.6 per 
cent. Trucks handled 11.9 per cent, while the airlines 
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accounted for three-one hundreds of 1 per cent. 
Disregarding gains recorded in pipelines and by 
airlines, attributed to special conditions, ton-mile 
freight volume rose 9.1 per cent last year, according 
to the I.C.C. study. Rail shipments gained 9.8 per 
cent, while truck volume gained only 5.7 per cent. 
Not counting shipments by pipelines or by air, the 
railroads’ share of freight business rose modestly 
to 67.8 from 67.4 per cent, while highway traffic 
dipped from 14.2 to 13.8 per cent in 1951. 

A closer examination of I.C.C. statistics provides 
additional reassuring information. The breakdown 
of traffic preferences suggests that the decline in 
railroad volume may have reached an irreducible 
minimum. Fluctuations in the several categories 
have been relatively small for several years. Al- 
though the carriers handled 72.8 per cent of freight 
movements as recently as 1943, the comparison with 
highway competition was distorted by war condi- 
tions. In 1943, gasoline shortages restricted highway 
shipments to some extent, and movement of arma- 
ment enlarged the volume of railroad traffic to a 
greater extent than would have been likely under 
normal conditions. The proportion of freight moved 
by the “iron horse” has been. declining since 1943, 
but the rate of downtrend seems to have virtually 
come to a halt. At the same time, trucks have been 
able to improve their position little in the last three 
years. 


New Regulations on Truck Transport 


Rising labor costs and stricter supervision of 
highway trucking appear to have diverted heavy 
shipments to railroads. More effective regulation 
of truckers has taken some of the profit out of 
hauling freight over the roads. Regulations barring 
trucks with excessive weights and utilization of in- 





spection crews to enforce the laws appear to have 
imposed severe restrictions on numerous truckers 
who had been able to compete with the carriers by 
evading weight regulations. Heavier taxes on trucks 
using the highways regularly and other handicaps 
gradually are bolstering the competitive position 
of the railroads—especially since the latter through 
the use of diesel locomotives have been able to cut 
running times of freight trains to the point where 
effective competition can be offered the truckers. 

The observation that trains are competing with 
trucks by speeding movement of freight to market 
calls attention to another reason for the industry’s 
progress. The promptness with which manufactured 
goods can be dispatched from factories to consuming 
areas and with which products of the farms can 
be transported to market goes far in determining 
whether the railroads or their truck competitors 
get the business. Moreover, speed is a prime factor 
in determining the number of employees required in 
manning the facilities utilized in train movement. 
Through wider dependence on diesel locomotives, 
on signal devices, on radio communications and num- 
erous other modern devices, speed has been steadily 
improved. 


Marked Increase in Efficiency 


In the last thirty years, the average speed of a 
freight train has been stepped up 53 per cent, while 
at the same time the tonnage moved by the average 
train has been almost doubled (a 93 per cent im- 
provement) and the number of gross ton-miles per 
hour per train jumped 186 per cent in the same time. 
Truck efficiency has made great progress, of course, 
as the highway carriers have been enlarged, but 
it is doubtful if the truck competition has a better 
record in efficiency over the last generation than 





























Important Changes in Position of Leading Railroads — 1941 to 1951 
Approx. Amount 
Approx. Long Invested in Road Earnings 
Term Debt* & Equipment Operating Ratio Per Sharet 
1941 1951 1941-1951 1941 1951 Est. 
—_—_————— (Millions) ————_ 4 yA 194] 1952 
EASTERN 
Erie R.R. $179.9 $162.4 $133.7 67.5% 75.4% $ 2.45 $ 3.50 
New York, New Haven & Hartford 253.4! 164.6 132.2 69.6 80.0 3 3.00 
MIDDLE WEST 
Illinois Central 368.6 205.5 188.8 71.4 75.6 6.85 15.00 
SOUTHERN 
Atlantic Coast Line : 158.2 81.6 228.1 69.5 80.5 13.52 21.00 
Seaboard Air Line 186.6! 69.9 195.3 75.5 74.4 3 16.50 
Southern Railway 281.1 188.3 231.3 63.2 73.1 12.60 14.50 
SOUTH WEST 
Atchison, Topeka & Santa Fe 304.9 199.6 517.4 69.7 74.7 9.90 15.00 
Chicago, Rock Island & Pacific 321.7! 52.7 180.6 71.2 76.0 3 13.50 
St. Louis, San Francisco 284.6! 96.8 137.4 73.1 76.6 3 4.80 
Southern Pacific 708.82 613.42 392.1 68.5 77.6 4.60 7.50 
WESTERN 
Chicago, Milwaukee, St. P. & Pac. 473.11 161.1 246.8 70.0 82.6 3 2.35 
Denver & Rio Grande West. 132.61 65.1 86.1 76.1 67.2 3 19.00 
Great Northern Ry. secvscwas) QC 205.1 230.3 62.6 74.2 6.72 8.00 
Northern Pacific Sansone wn 231.1 198.5 70.2 78.9 3.04 6.00 
OG CC CU Sa ES eee nae ar oreo 371.6 174.1 404.9 73.3 74.3 5.58 14.50 
+—After funds. 2—Includes equip t trust obligati 
*—Exclusive of equip t obligati 3—In receivership or reorganization. 
1_Includes trustee obligations, debt default, etc. 
rman ren 8 




















NOVEMBER 15, 1952 


185 














the railroads. 

Another measure of efficiency is to be found in 
the fact that although wage rates have advanced 
sharply, fewer employees have been required to 
handle the traffic offered. Diesel locomotives can 
move faster and can haul heavier loads with 
fewer personnel. Official statistics disclose that costs 
have been held under relatively satisfactory con- 
trol, considering organized labor’s demands and 
difficulties in obtaining rate relief. It may be 
noted, for example, that although total wages in 
the industry rose to a new peak last vear at 4,970 
million, or more than double the 2,198 million of 
a decade earlier, the average number of employ- 
ees in service was considerably fewer than in 
1929, or even in the 1930 depression year. The num- 
ber on the payrolls stood at 1,257,837 for 1951, or 
only slightly more than for 1942, when 1,270,687 
were employed. 


Rise in Capital Expenditures 


The extent to which wages have risen is indicated 
by the fact that straight-time hourly earnings had 
reached $1.76 an hour, on the average, by the end 
of 1951 for an increase of 128 per cent over 1941. 
With the benefit of cost-of-living increases the 
average for straight-time is estimated to have risen 
this year to slightly more than $1.80 an hour. Wages 
take away between 45 and 50 per cent of operating 
revenues, and managements have done well to hold 
the ratio under 50 per cent in face of rising wage 
rates. The ratio rose last year only to 47.8 per cent, 
however, even after putting into effect a sharp wage 
hike. This ratio was lower than in 1949 and in 1946. 

In striking physical progress of the carriers, 
evidenced by impressive gains in operating effi- 
ciency, sight often is lost of the financial gains 
achieved through plowing back of large wartime 
earnings into betterment of facilities and into debt 
retirement. It may be noted that the Class I roads 
appropriated about $8.6 billion for capital expendi- 
tures in the last decade. In addition, fixed and con- 
tingent debt was reduced by probably $1 billion in 
the ten years ending with 1951. This improvement 
fails to take into account settlement of claims 
through court-approved reorganizations, in which 
hundreds of thousands of dollars in indebtedness 
were eliminated. 


Gains in Working Capital 


The favorable effect on balance sheets appeals to 
investment managers, who have observed that work- 
ing capital of the nation’s railroads has expanded 
to about $1,440 million from less than $800 million 
ten years ago. This status compares with less than 
$455 million in 1929, when railroad shares were ap- 
praised at record figures. So widespread and con- 
tinuous has financial improvement been in recent 
years that most of the numerous carriers in bank- 
ruptcy have straightened out their affairs. Only the 
Missouri Pacific remains among the scores of well 
known carriers which were compelled to ask for re- 
lief. Complicated political factors, as well as other 
non-financial problems have blocked an agreement 
on plans for reorganization of the Missouri Pacific. 
From a financial viewpoint, a readjustment probably 
could be affected handily. 

At the beginning of last year Class I Roads had 
funded debt approximating $8,070 million, compared 
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with about $11 billion at the end of 1932, a reduction 
in almost two decades of about $3 billion. Fixed 
charges dropped to $420 million for 1951 from about 
$690 million in 1932. As a result of the improvement 
in the debt situation, earnings of Class I carriers 
for 1932 would have been adequate to cover 1951 
fixed charges 1.31 times—or by a margin sufficient to 
assure maintenance of interest payments in most 
cases and to sustain investment confidence. Earn- 
ings for 1932 were equivalent to only about 
80 per cent of fixed charges actually prevailing that 
year. One may assume, therefore, that even in a 
depression such as that experienced twenty years 
ago, the chances would be favorable for most carriers 
to meet their fixed charges with little difficulty. This 
is a strong talking point for railroad securities in 
investment circles. 

An equally persuasive talking point is the rail- 
road industry’s comparative freedom from burden- 
some excess profits taxes. Exemptions provided by 
large invested capital permit favorable earnings 
before the impact of EPT is felt. Only in exceptional 
cases has this phase of the tax law affected net in- 
come of principal carriers. 

Contrary to the trend in the 1920’s, when man- 
agements adopted an extremely generous policy 
toward stockholders, the postwar boom has failed 
to bolster dividend distributions to unusual propor- 
tions. Cash disbursements have averaged well under 
half of net income in recent years. For 1951 net 
income approximated $693 million, covering fixed 
charges 2.76 times, and affording wide protection 
for cash dividend payments that amounted to $328.4 
million. In 1950 dividends of $312 million approxi- 
mated only 40 per cent of $793 million net income. 
The sharp drop in earnings in 1949 to $438 million 
from $699 million in 1948 brought about a moderate 
dip in dividend payments to $252.4 million from 
$289 million a year earlier, and the payout was 
slightly greater than half of earnings. 


Outlook for Earnings 


With the benefit of increased rates and greater 
efficiency, railroads appear headed for larger earn- 
ings in the balance of 1952. Preliminary figures sug- 
gest that net income for the first nine months may 
have ranged about 20 per cent ahead of the cor- 
responding period of 1951 and for the full year net 
income may top $700 million, as compared with 
$693 million last year. Dividends give promise of 
increasing at least to a slight extent over 1951 dis- 
tributions. For the first eight months operating rev- 
enues showed a slight improvement over last year 
at $6.8 billion, against $6.7 billion. Net income rose 
in the same period to $405 million from $339 million 
in the corresponding period of 1951. The busiest 
four months of the year remained. 

Progress over the last decade has not gone un- 
noticed. Railroad stocks have scored substantial 
gains. Yet in relation to indicated earning power 
most prominent issues still seem reasonably ap- 
praised at four to six times estimated 1952 earnings. 
Some seasoned issues are quoted at slightly higher 
ratios, but in general the market remains fairly 
cautious in viewing rail shares. Yields are not so 
generous as they were a year or two ago, but many 
managements could reasonably be expected to adopt 
more liberal dividends. Actions of Atlantic Coast 
Line and Louisville & Nashville in ordering year- 
end extra dividends of $1 and 50 cents a share, 
respectively, testified (Please turn to page 206) 
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J. S. WILLIAMS 


? 
~-tocks which move against the 
trend of market prices, whether that 
trend is up or down, or which act 
conspicuously, always command investors’ attention. 
Such price movements, when against an upward 
trend, usually portend developments of an adverse 


nature in the affairs of the particular companies. * 


On the other hand, when a small group of issues or 
individual stocks display resistance to a general 
downtrend or move upward against an ebbing price 
tide, experienced investors recognize such actions 
as indication of a strong situation in those issues. 

Lately, there has been a small group of stocks 
standing out prominently because of their favorable 
market behavior. In view of the interest being mani- 
fested in these issues, we have made a special study 
of them. Our purpose has been to determine whether 
there are any new factors that would cause such a 
marked divergence in their market positions or 
whether belated recognition of factors that have 
been known for some time ha%e not been influential 
in connection with their display of strength. 

Favorable action in these stocks is necessarily 
founded on individual factors. In some instances, 
they are more technical than fundamental. In others, 
they reflect the confidence of investors in the posi- 
tion of certain companies, their ability to maintain 
earning power and dividend payments. In the fol- 
lowing paragraphs we comment briefly on the 20 
of the most outstanding of these stocks. We think 
this study to be of particular value to those investors 
interested in keeping abreast of current market 
conditions. 


American Chicle Co. 


After moving up to a 1952 high of 50%, on what 
appears to have been consistent demand, the upward 
movement was arrested by general softness of the 
market, the issue receding to the 4414 level. From 
this, it quickly recovered to a high mark of 48, and 
in the last two months has been making a good show 
of strength around current price of 4714. The com- 
pany, well entrenched as a manufacturer of chewing 
gum, a commodity knowing no seasons and having 
considerable immunity to changes in the general 
economy, has further fortified its position with the 
introduction of a new chlorophyll chewing gum 
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trade-marked “Clorets” to retail at 15¢ and expe- 
riencing ready consumer acceptance. Net earnings 
have been progressively higher in each of the three 
quarterly periods of this year with profits for the 
first nine months falling just short of covering the 
entire year’s dividend needs of $2.50 a share. Ag- 
gressive sales promotion of “Clorets” is expected to 
add substantially to 1953 earnings. 


American Tobacco Co. 


After hovering around its high mark early this 
year, selling developed on the news of new financing 
through offering of debentures and “rights” to new 
common stock. Market liquidation impelled by the 
fear of dilution of per share earnings forced the 
issue to a low of 543%. Subsequent earnings reports 
have proved this fear to be without basis, recogni- 
tion of the fact being reflected in steadily growing 
strength in the issue which has been inching upward 
to where it now sells around 5714-58 level. The 
company, with its long dividend record, not having 
paid less than $3 a share in any one year, is a leading 
factor in the tobacco industry. While “Lucky Strike” 
is its foremost brand cigarette, its position is 
strengthened by other popular brands giving it 
substantial and important diversification. 


Atchison, Topeka & Santa Fe Ry. Co. 


Long a favorite in the rail group this stock has 
been in the ascendency through most of the year, 
moving up from an early low to 7314 to a September 
high of 9534. That it should give some ground after 
such a rise should not be surprising, but the ability 
of the issue to move out of the influence of pressure 
on the rest of the market is obvious by the fact that 
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it is manifesting considerable strength around the 
88-89 level. Indicated 1952 net of $15 a share and 
a strong cash position furnish basis for anticipated 
higher dividend. 


Bendix Aviation Corp. 


From about the 5814 level in the latter part of 
1951, the stock reacted to 4614 in the April-May 
period of 1952, reflecting disappointment in 1951 
earnings of $5.58 a share. Apparently, there are 
those among holders of the stock who ignored the 
fact that the company, during 1951, had been so 
deluged with orders, its backlog increasing $362 
million to a total of $698 million, that it was con- 
fronted not only with new problems in production 
but with unusual “starting costs” as well, factors 
which, in some instances, had to be carried over 
into the current year. Net earnings of $3.51 a share 
for the first half of 1952, indicate the upward trend 
of both operations and profit which finds reflection 
in current strength of the stock in the 5414-55 price 
range. 


Boeing Airplane Co. 


Relatively, this stock has been one of the best 
acting in the list, having moved up from around 
32, after the 50% stock dividend paid in May, 1952, 
to the current 38-39 level. Although the company 
last year did a business of about $337 million and 
earned $4.40 a share, adjusted for this year’s stock 
dividend, operations got under way on a much 
broader scale with the beginning of 1952, resulting 
in first half-year’s business amounting to $309.7 
million and net income equal to $3.62 a share. Un- 
filled orders at the beginning of the third quarter, 
for which prices had been established, stood at $1.2 
billion, recently augmented by letter of intention 
for the construction of Stratojet medium bombers. 
Indicated year’s earnings of $7.50 a share provide 
assurance of 1953 duplication of cash dividends of 
$3.00 a share paid in 1952. 


Chrysler Corp. 


Stock is a recognized leader and well liked by both 
investors and traders because of its marked resist- 
ance in recent weeks to selling pressure in a de- 
clining market and its ability to recover rapidly on 
market rallies. The high dividend and well known 
tendencies of its directors to favor stockholders cor 
tinue to have an important effect on the market 
action of this stock. Relatively small outstanding 
capital stock and high earning capacity of the com- 
pany permits possibility of stock dividend or a stock- 
split, the likelihood of which adds to the attractive- 
ness of the issue. 


Commonwealth Edison Co. 


Allowing for minor price fluctuations which have 
been registered within a 1952 range of 3014 low, 
34 high, sustained market strength in this stock 
reflects investor demand for sound public utility 
issues yielding a reasonable return and having long- 
term growth possibilities. Together with subsid- 
iaries, the company is one of the largest public 
utility systems in the country serving Chicago and 
surrounding area. Growth has been consistent, earn- 
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ings trend upward, supporting a dividend record 
extending over a period of 45 years. 


Consolidated Edison Co. 


This stock has been in an upward trend over the 
last two years, breaking out of the 32-33 area early 
this year to gradually move up to 3714 at which level 
it has stood out against the recently declining mar- 
ket. Generally regarded as a good defensive issue, 
interest in the issue has been increased by recent 
and proposed rate adjustments creating a founda- 
tion for a substantial improvement in earnings. Net 
for 12 months to Sept. 30, last, of $2.51, compares 
with $2.24 a share in the preceding 12 months 
against dividend needs of $2.00 annually, affording 
an attractive yield of 5.4% at current price of 363. 


Eaton Manufacturing Co. 


After showing considerable strength for a period 
of four months within the narrow price-range of 
37-40, the stock broke away from these levels last 
July, moving up to a high for the year at 44. Under 
pressure of general market weakness a short time 
later, Eaton gave up part of its gain, falling to its 
level of resistance at 39, recovering to around 40, 
its current price. Plant operations are at capacity, 
a rate which should carry well into 1953. Curtailed 
third quarter output due to the steel strike reduced 
net per share to $1.04, or $3.84 for the first 9 months. 
Full year’s net should be around $5.50 a share, war- 
ranting two extra dividend payments this year to 
raise total distributions to $3 a share and indicating 
maintenance of this higher rate in 1953. 


Federated Dept. Stores, Inc. 


For almost two years this stock has moved within 
a price range of 375%-45%%, developing increasing 
resistance to selling pressure and demonstrating 
marked ability to recover. This stock appears to be 
attracting increasing einvestor interest because of 
its good operating results in steady sales growth 
and earnings stability. These should be expanded 
still further during the coming year with the open- 
ing up of 7 new Fedway stores, two of which will 
go into operation in time to cater to 1952 Christmas 
shoppers. Current earnings justify an extra or in- 
crease to the current 6214 cents quarterly dividend. 


General Electric Co. 


Basic strength of the issue is evident in its 1952 
market action. Moving steadily upward from its low 
in the early part of the year to a July high of 6414, 
the stock, despite the recent softness throughout 
the market gave up a little of its gain and is cur- 
rently selling around 6214. A favorite among insti- 
tutional buyers, GE’s current year’s sales will again 
establish a record with diversified operations con- 
tinuing at a high level well into 1953. Long-range 
growth potentials enhance its investment merit. 


General Motors Corp. 


Reflecting sustained buying pvower behind the 
stock, General Motors moved from a 1952 low of 
50 at the beginning of the year to recent high of 
6154. Pressure on the issue during recent general 
market weakness pared the price by a couple of 
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20 Stocks Acting Better-than-Average In Recent Weeks 
he Earnings Per Share Price Range Recent Indicated Div. 
ly 195) Est. 1952 1951-1952 Price Div. Yield 
el a _— 
re American Chicle $ 3.21 $ 3.20 5072-3934 48\2 $ 2.50 5.1% 
| American Tobacco 5.57 4.25 6872-5458 58 4.00 6.9 
e, Atchison, Top. & Santa Fe 13.83 15.00 9534-6834 9034 5.00 5.5 
nt Bendix Aviation : s 5.58 6.25 5912-458 5434 3.00 5.4 
a- Boeing Airplane 4.40 7.00 3812-26 3812 3.00! 77 
et Chrysler 8.27 8.00 86 -65'2 8158 6.00 7.3 
25 Commonwealth Edison 1.93 2.15 3418-2758 33 1.80 5.4 - 
Si Consolidated Edison é eet « mae 2.40 374-30 3618 2.00 5.5 
1S Eaton Manufacturing 5.75 5.00 44 -36% 3934 3.00 7.5 
b4 Federated Department Stores 3.53 3.75 4552-3758 41 2.50 6.1 
Le General Electric . 479 4.00 6418-4912 62 3.00 4.8 
General Motors 5.64 5.50 6158-46 59% 4.00 6.7 
Louisville & Nashville R.R. 9.74 11.00 6314-4812 61 4.00 6.5 
Pacific Gas & Electric ° 2.07 2.25 3652-317 3658 2.00 5.4 
Radio Corp. of America 2.02 2.00 2834-1638 2612 1.00 3.9 
d Seaboard Air Line ; 13.59 16.50 109 -47 10734 5.00 4.6 
cf Southern Railway : 12.21 14.50 6932-4634 68's 4.00 5.8 
+ Texas Utilities 2.69 2.95 4132-23% 41 1.73 42 
Westinghouse Electric 3 : 4.03 4.25 4278-3458 4134 2.00 4.8 
r Zenith Radio PRT) ACEP eerie at | | 11.00 86 -47'2 82 3.00 3.6 
e _ 
S 
; 1_Plus stock. 
’ 
1 
points but the stock clearly showed its ability to of 2314 to 28%4, stood relatively steadfast under 
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resist reactionary tendencies, quickly recovering to 
current level around 61. On the basis of indicated 
1952 earnings the stock is reasonably priced, but 
the longer-term outlook accounts for demand for 
the issue by both institutional buyers and individual 
investors. 


Louisville & Nashville 


A price gain of 10 points from the year’s low 
reflects investor appreciation of Louisville & Nash- 
ville’s strengthened position as a carrier. Long rec- 
ognized as an important bituminous coal hauler, 
the road has benefited from the rapid industrializa- 
tion of its territory as well as the $157.4 million 
spent for facilities improvement and additions, in- 
cluding diselization, with resultant economies indi- 
cating continuation of uptrend in earnings through 
the coming year. Estimated 1952 net of $10 a share 
justified recent increase in dividend rate to $4.50 
a share annually, an action which may presage a 
still higher rate or liberal extras. 


Pacific Gas & Electric Co. 


Action of this stock in moving within a price 
range of 3174-3714, over a two year period reflects 
absorbtion of the issue by investors in search of 
a sound, defensive stock, affording a comparatively 
high dividend yield. Increasing interest in this issue 
has accelerated lately on the realization that this, 
one of the largest public utility systems in the 
country, has embarked on a $450 million construc- 
tion program for 1952-54 for the purpose of keep- 
ing pace with the growth of its territory, including 
Oakland and San Francisco, which it services with 
both electricity and natural gas. 


Radio Corp. of America 
This stock, having moved up from the year’s low 
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pressure in the recent declining market, holding 
firmly around 27, its current price. Strength in the 
issue apparently reflects growing realization that 
the many promises stemming from the company’s 
activities in radio, TV and the broad field of elec- 
tronics are about to be fulfilled on an expanding 
scale, a prospect which gives the stock outstanding 
growth possibilities. Aside from production of radio 
and television equipment, of which it is the largest 
manufacturer, its NBC TV network should be cap- 
able of developing considerably higher earnings and 
color television, delayed by defense work, should 
create increasing demand for equipment and re- 
ceivers once commercial development gets under way. 


Seaboard Air Line 


From a July, 1951, low around 49, this stock’s 
ascent to a 1952 high of 109, reached in the latter 
part of October, was along practically an unbroken 
line. Steadily increasing interest in the stock (cov- 
ered comprehensively in the Nov. 1 issue) has been 
created by the improved outlook for this recently 
reorganized road. Seaboard is now fully dieselized 
and is experiencing a steadily rising volume of 
freight tonnage originating in the most industrial- 
ized section of the South. Indicated 1952 earnings 
of better than three times current annual dividend 
of $5 per common share, and promising 1953 out- 
look, provide a basis for anticipating higher divi- 
dend payments and, possibly, a splitup of the com- 
mon shares, now the only capital obligation. 


Southern Railway 


Recently the stock attained a new price peak 
above 70, piercing the previous old double-top peaks 
of 64-65 recorded both in 1946 and again in 1951. 
This is evident reflection of the excellent earnings 
trend. First 9 months net per share is running 
well above that of last (Please turn to page 203) 
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Reminder 


The chief changes in the capi- 
tal gains tax applying to 1952 
security transactions are: (1) $1 
of short-term loss no longer off- 
sets $2 of long-term gain, the lat- 
ter now requiring $2 of short- 
term loss as the offset; and (2) 
the maximum effective rate is 
26%, against the previous 25%. 
Remember that your subscription 
to this Magazine is a deductible 
expense in figuring income tax 
liability. To facilitate figuring 
your capital gains tax position, 
make an inventory of sales and 
purchases during 1952. Segregate 
short-term transactions (com- 
pleted in six months or less) from 
the long-term ones (completed in 
more than six months). Segregate 
short-term gains and losses. Seg- 
regate long-term gains and losses. 
See if you have a net short-term 
gain or loss, and apply 100% of 
the net figure in your subsequent 
-alculations. See if you have a net 
long-term loss or gain and figure 
this also at 100%, against the 
former 50%. On the balance thus 
arrived at, work out your tax lia- 
bility on completed transactions. 


Next Step 

If you have any material tax 
liability on the reckoning up to 
that point, consider reducing it 
sr eliminating it by taking addi- 
tional losses, either short-term or 
long-term, which you now have 
“on paper” and doing so before 
the year-end. Remember that 
short-term gains are subject to 
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the regular income tax rate, which 
may be below or above the 26% 
limit on long-term capital gains, 
depending on your tax bracket. 


Taking Profits 

Many investors with big naper 
gains figure they cannot “afford” 
to take profits, since the Govern- 
ment will take 26% thereof. That 
is basically bad reasoning. Since 
chances are dim for any signifi- 
cant future cut in the maximum 
applicable tax rate, you can escape 
the ultimate liability only bv hold- 
ing the stocks for the rest of your 
life; and your heirs will pay the 
estate tax on their worth at your 
death. You should hold or sell 
individual stocks purely on their 
merits, and consider the gains tax 
as a normal expense in investment 
operations, pretty much as is the 
income tax for business concerns. 
Some stocks may merit truly long- 
term retention. Most do not. Cer- 








INCREASES SH}CWN IN RECENT EARNINGS REPORTS 


Mathieson Chemical Corp. 
Chesapeake & Ohio Rwy. 
Kansas City Sou. Rwy.* 
American Airlines 
Douglas Aircraft 
Sunbeam Corp. 

Container Corp, of Amer. 
General Electric 

Capital Airlines 

U. S. Lines Co. 








tainly in the case of cyclical issues 
of average, or lower, grade, the 
chances are that you will live to 
see a major market decline wipe 
out more of your paper profits — 
perhaps all of them—than the 
capital gains tax would take if 
you sold now. If you have any 
doubts on that score, check past 
percentage declines of the stocks 
you now hold in the bear markets 
of the last 10 to 15 years. It does 
not take anything like a 1929- 
1932 debacle to put many stocks 
down by much more than 26%, 
even if the fall in the industrial 
average is less than that. 


Market Through Year-End 

Since the inception of the Dow- 
Jones industrial average, there 
have been net declines in Novem- 
ber in 24 years, net advances in 
30 years. The record for December 
is advances in 40 years, declines 
in 15. In seasonal consistency, 





1952 1951 

. Sept. 30 Quar. $1.01 $ .68 
9 mos. Sept. 30 3.95 3.45 

. 8 mos. Aug, 31 6.69 6.15 
. Sept. 30 Quar. -67 52 
. 9 mos. Aug. 31 5.63 4.37 
. Sept. 30 Quar. -85 .27 
Sept. 30 Quar. 1.19 96 
.. Sept. 30 Quar. 1.30 54 
. Sept. 30 Quar, 1.28 98 
9 mos. Sept. 30 4.38 3.59 
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only August has bettered Decem- 
ber, with gains in 41 years, de- 
clines in 13. (The total years do 
not add up identically because the 
Exchange was closed from August 
through November in World War 
I year 1914.) The selling has been 
reflected in the average perform- 
ance between early November and 
varying dates in December since 
taxes became an important con- 
sideration in investment calcula- 
tions. Since 1920 the highs made 
by the average in the last six 
weeks of the year have averaged 
less than 1% above the highs 
recorded in the first half of No- 
vember, and in only four years 
were the former more than 5% 
above the latter. In 31 out of 32 
years since 1920 the lows made 
in the final six weeks of the year 
have been under the highs made 
in the first half of November. Tax- 
pressure declines have rarely run 
beyond Christmas; and, on aver- 
age, have petered out around mid- 
December. However, there has 
been no consistency in the timing 
of pre-Christmas December lows. 
So far as the record goes, they are 
as likely to be recorded in the 
first December week as in the 
second week or the third week. 


Support 


Stock groups which held up 
considerably better than average 
on the August-October market de- 
cline include aircraft, automo- 
biles, auto accessories, baking, 
bus lines, dairy products, finance 
companies, food brands, food 
stores, furnishings, public util- 
ities, radio-TV stocks, rails, real- 
ty, shipbuilding, soft drinks and 
tobacco. Groups which fell to new 
lows for 1952 or longer in the 
course of the August-October sell- 
off, or equalled prior lows, include 
agricultural implements, amuse- 
ments, business machines, chemi- 
cals, coal mining, communications, 


construction, containers, depart- 
ment stores, drugs and toilet arti- 
cles, liquor, mail order, meat 
packing, metals, petroleum, rail 
equipment, steel, sugar and tex- 
tiles. The sell-off of oils was not- 
able chiefly because this group 
long had topped all others in in- 
vestment popularity. Recent fur- 
ther softness in textile and de- 
partment-store stocks, also mail- 
order, was disappointing because 
they had previously been behind 
the market and trade improve- 
ment had been expected. The tex- 
tile revival has been rather lim- 
ited,- and will leave second-half 
profits at a generally low level. 
Retail trade is “fair-to-middling”’. 
On average, earnings may be only 
slightly above those of 1951, 
which were generally poor. 


Rally 


At this writing it is anybody’s 
guess whether the rally, begun 
with some violence late in the 
pre-election week, will continue 
for a time. Market moves just be- 
fore or just after elections have 
often been quickly reversed. The 
technical case for a _ recovery 
phase, beginning from the lows 
reached in the week ended October 
25, is that the duration of the 
sell-off up to that point about 
equalled the duration of the long- 
est prior interruptions in the 
1949-1952 bull market; and that 
its percentage scope about equal- 
led the average of previous inter- 
mediate reactions. Thus, there is 
some non-political basis for a 
sizable rally. If comparatively 
fast, it could well be over by mid- 
November or even before you read 
these conjectures. The chances for 
rally in individual stock groups 
hinge on current technical posi- 
tion and/or current investment 
popularity. Groups that ought to 
fare among the best in any recov- 
ery phase include aircraft, autos, 











Beech-Nut Packing Co. 
Heyden Chemical Corp. 








Spencer Kellogg & Sons 
Robertshaw-Fulton Controls Co. .............. 
Magma Copper 
Mullins Mfg. Co. 
Colorado Fuel & Iron 
Howe Sound 

Mack Trucks Inc. pig, ae et toma te 


Island Creek Coal ..... 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS | 
1952 1951 | 
9 mos. Sept, 30 $1.41 $2.13 
9 mos. Sept. 30 42 1.63 
. Year Aug. 30 72 2.98 
6 mos. June 30 91 1.98 
9 mos. Sept, 30 64 2.37 
9 mos. Sept. 30 1.80 2.36 
. Sept. 30 Quar. +25 1.02 
. Sept. 30 Quar. 35 .85 
9 mos. Sept. 30 -63 1.17 
9 mos. Sept. 30 1.69 3.23 











auto accessories, chemicals, oils 
and rails. 


Cigarettes 


At its lowest 1952 levels, our 
weekly index of 330 stocks stood 
nearly 91% higher than it was 
over a quarter-century ago in the 
mid-1920’s. At its 1952 low our 
index of 6 tobacco stocks (pri- 
marily cigarette stocks) was 
roughly 21% lower than it was in 
the mid-1920’s: a difference cut 
to around 16% by recent rallies 
in some of these stocks. Improved 
interim results, the first in a long 
time, have been reported by Rey- 
nolds, Liggett & Myers and Loril- 
lard. The Philip Morris report 
showed a further sag. American 
Tobacco is not out at this writing. 
There is some basis for thinking 
that these stocks have put the 
worst behind, and that they could 
improve in relative market posi- 
tion over a period of time. In most 
cases, sales gains finally have be- 
gun to overcome the squeeze re- 
sulting from ceiling prices, higher 
costs and taxes. Further sales 
gains are ahead. Barring war, 
taxes are unlikely to go higher. 
Costs should at least level out. 
The expiration of price control, 
quite possible in April, 1953, 
probably would be followed by 
some boost in cigarette prices, 
long justified. This is one industry 
which might conceivably fare ma- 
terially better in 1953 than in 
1952. 


Rails 

If railroad stocks fail to get 
going again, despite generally 
excellent year-to-year earnings 


comparisons, you can _ probably 
credit the wage-rate “hex”, which 
affects sentiment on rails with a 
kind of eyclical regularity. Some- 
body kicks off another “round” of 
wage boosts, in which rail labor 
in due time cuts itself a piece. 
Rail profits begin to sag, so the 
roads go to the ICC for rate relief. 
To get partial interim relief gen- 
erally takes some months, with 
full disposition of a rate case tak- 
ing a year or so. When a favor- 
able rate ruling is made, the best 
possible news on rails is out. 
Sooner or later the benefit of 
higher rates will be whittled down 
or taken away — whether by new 
wage boosts or a traffic slump. 
The last ICC decision was a sur- 
prise, in that it granted the total 
rate relief requested. But that is 
now some months behind. Rail 
speculators have to figure that big 
(Please turn to page 201) 
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The sharp rise in industrial activity since last July, when the 
overall level of production dipped to pre-Korean rates under 
the impact of the steel strike and factory vacation schedules, is 
almost without precedent. 
From a rate of approxi- 


| BUSINESS ACTIVITY||}| mately 220 (average 1935- 











PER CAPITA BASIS 39 equals 100) in the late 
M, W. S. INDEX | Spring, the Federal Reserve 
Board industrial production 
200 “f . index fell off to a low of only 
Two ° ‘ 
193 in July and since has 
J WEEKS 
aco climbed to a rate of 226 for 
190 October, according to pre- 
liminary indications. 
t= The present level of indus- 
180 trial activity is the highest 
“7 YEAR peacetime rate in history, 


aco slightly surpassing the post- 


Korean high attained in the 
170 — early part of 1951, and the 
prospects are for further rise 
during the next few months. 
i acl Steel mill activity has climb- 
ed from a rate of only 18 
percent of capacity early 
last Summer to 107 percent 
iso — at the latest accounting. This 
is a more rapid rise than 
that recorded following the 
a termination of the 1949 steel 

sas Gay strike. 

Unquestionably, the swift 
recuperation in the steel in- 
dustry — with a part of the 
output going to fill gaps in 
industrial pipelines depleted 
during the strike — has been 

a most important factor in 
om the upturn in general indus- 
trial activity. lndustries de- 
pendent upon steel, both for 
military and civilian end- 
products, were forced to re- 
duce operations during the 
Summer as shortages devel- 
oped. These have staged a 
rapid comeback. Motor ve- 
hicle production has risen to 
a rate well above a year 


é | ago. 


i Only a part of the rise in 
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industrial output, however, can be attributed to the resumption 
of high level activity in the steel and steel-consuming indus- 
ries. The non-durables industries, in something of a slump 
during the Spring and early Summer, have moved upward to 
an overall rate of operations comparable with that in the 
Spring of 1951. This is after making allowance for seasonal 
variations in production. Important upturns in textiles and 
shoes — along with smaller gains in chemicals, lumber and 
lumber products, and paper and paper products — have 
accounted for the rise in nondurable goods output. 

The increase in soft goods production, which has attracted 
much less attention in business circles than the recovery in the 
steel and steel- -consuming industries, puts quite a different 
face on the swift rally in industrial production generally. Ad- 
mittedly, the upturns in textile and footwear production have 
encountered difficulty from the standpoint of moving the full 
output and some cutback in operation is probable. Activity is 
unlikely, however, to drop back to the relatively low levels 
of some months ago. 

The important question now is how far the upswing in indus- 
trial activity is likely to go. There always is a tendency among 
business men to become over-optimistic when the going is good 
and over-pesimistic when the going is a bit rough. At the pres- 
ent time, however, optimism is being curbed by the prospect 
for leveling off, if not some downturn, in defense spending 
during the latter part of next year. 

One of the key influences, of course, will be the rate of 
steel activity. Producers at present are engaged in catching 
up from the effects of the long strike. It would be impossible 
for steel mills to maintain for very long the current abnormally 
high level of activity, owing to the necessity of shutting down 
furnaces for overhauling. In the industry, it is felt that deficits 
in production accruing from the strike will have been largely 
met by the first quarter of 1953 and that steel will have to 
be “sold” thereafter. 

The sweeping Eisenhower victory at the polls undoubtedly 
will contribute to improvement in business sentiment, but it is 
a real question whether this can be translated into any 
stepping up of the rate of industrial production. The post-war 
boom is old, and cracks are showing in economic activity in 
Europe where defense spending is a less important factor than 
in the United States. The steady decline in commodity prices, 
now world wide in its scope, is an unsettling influence so far 
as the placement of forward business is concerned. 

Analyzing all the factors, it appears likely that the present 
upturn in industrial activity will continue into the first quarter 
of next year, possibly attaining a level of 230 or slightly 
better on the Federal Reserve Board index. Thereafter, some 
leveling out is indicated. Activity may slip a few points after 
the peak has been attained, with a high level of defense 
production acting as a brake on decline. 
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The Business Analyst 





MONEY & CREDIT — Fixed income securities of all kinds 
have shown consistent strength during the last half of October 
with corporate bonds, Government securities and tax-exempt 
municipals all moving higher. In fact this was the first general 
gain in municipal bond prices since April and resulted in a 
healthy reduction of the inventory of this type of security on 
dealers’ shelves. Longer term Federal obligations have been 
generally better with the bank-ineligible 2¥s of 1967-1972 
gaining more than a half-point in the two weeks ending 
October 31 to close at 96% bid. The current recovery in 
high-grade fixed income securities has occurred in the face 
of a sharp upswing in demand for money which has pushed 
bank loans to record levels. Ordinarily, increased loans and 
falling bank reserves would go hand in hand with rising yields 
and a declining bond market but the customary course of 
events has been reversed thus far, at least for the time being. 
Some observers feel that the current recovery is merely a 
rebound from an oversold condition while others point out 
that investors may be looking ahead and buying now in 
anticipation of a coming change in conditions. Such a change 
would include a lessened demand for long-term capital as 
industrial expansion recedes from its current peak with a con- 
comitant fall in the level of bank loans, both of which are a 
reasonable expectation after the turn of the year. 

Funds available for investment continue to expand and the 
nation’s money supply reached another new high of $187.4 
billion on September 24, up $1.2 billion in four weeks time 
and $9.5 billion over a yéar ago. Demand deposits gained 
$600 million during the month to reach $96.4 billion, time 
deposits were up by $400 million, currency showed a $200 
million increase while postal deposits remained unchanged. 
Bank credit—the main instrument in money expansion—grew 
further with a $1.3 billion rise in the latest four-week period 
to total $186.5 billion. This is a $10.2 billion gain over Sep- 
tember 26, 1951. The nation’s gold stock has risen $1.3 billion 
in the past year although unchanged in the latest four weeks. 
United States Government deposits are at a high $6.7 billion 
but this is due for reduction as deficit spending continues. 
However the day when Federal outlays will begin to drop is 
getting closer. Thus authoritative Pentagon sources have indi- 
cated that the military budget for the fiscal year beginning 
July 1, 1953 is expeced to be some $5 billion lower than that 
for the current fiscal year. A counter-balance to this trend 
towards a balanced budget would be any move to cut taxes. 
Prospects for some tax reduction next year have been looking 
brighter of late and a reduction in Government spending 
would certainly add impetus to demands for lower tax rates. 
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TRADE — Retail trade was active in the week ending Wed- 
nesday, October 29, as falling temperatures and active promo- 
tions stimulated buying. Total volume was estimated by Dun 
& Bradstreet at about 4% better than a year ago with the 
Pacific Coast making the best showing. Sales of apparel, foods 
and household goods such as television sets, washers and floor 
coverings all showed satisfactory. improvement. 

Department store sales made a sharp come-back last month 
with each week’s results above that of a year ago. The year- 
to-year gain averaged 6% while the last week in October— 
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that ‘ending Saturday, October 25—showed an 8% rise. The 
October results seem to be quite an improvement over Sep- 
tember. That month was unable to show any gain over the 
year before and after seasonal adjustment was down 7% 
from August of this year. 
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INDUSTRY — Industry operated at full blast during October 
and the Federal Reserve Board estimates that its production 
index reached a new post-war high for the month at 226% 
of the 1935-1939 average against 225% in September. Indus- 
trial purchasing agents report October business at a high level 
and predict satisfactory conditions at least until well into the 
first quarter of 1953, according to the report of the National 
Association of Purchasing Agents. The Association also ob- 
serves that manufacturers’ inventories are in better balance 
and that new orders are being secured in heavy volume. 
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COMMODITIES — The upswing in business has been no boon 
to commodity prices as can be seen from the Bureau of Labor 
Statistics price index which set a new low for the year on 
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Essential Statistics 



























































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Sept. 4.2 3.3 2.7 1.55 | October 28 at 110.4% of the 1947-1949 
Cumulative from mid-1940 Sept. 471.9 467.7 425.7 13.8 | average. The decline has been very 
FEDERAL GROSS DEBT—$b Oct. 29 264.8 264.8 258.3 55.2 |9radual however with the drop for the 
latest week ending October 28 amounting 
MONEY SUPPLY—$b to only 0.2%. Farm products lost 0.6% 
Demand Deposits—94 Centers ious 53.2 92.7 52.3261! during the period largely because of lower 
Currency in Circulation wrote — sic Aa 10.7 | prices for fruits, hogs, steers, cotton and 
BANK DEBITS eggs. Wholesale meat prices lost a further 
New York City—$b Oct. 22 14.1 10.9 10.6 4.26 1.3% during the week increasing their 
93 Other Centers—$b Oct. 22 18.6 15.5 15.9 7.60 | decline since mid-August to 11%. 
Aug. 267.1 263.9 256.7 102 —_——_- —————(.—_ 
—$b (cd2 
a 178 174 +~«°168~=—S«66.~Ss | OUTPUT OF MACHINE TOOLS topped 
Salaries and Wages. Mis an : 
‘ a Aug. 52 52 52 23 $100 million in value in September, pushing 
Proprietors’ Incomes g . : ; 
ee Aug. 21 21 21 10 the production index of the National Ma- 
Interest and Dividends. A E aes 
nines teaidaadh Aug. 12 12 13 3 chine Tool Builders Association to a post- 
high of 357.5% of the 1945-1947 
tn dinate average from 348.6% the month before. 
POPULATION—m (e) (cb) Sept. 157.4 157.2 154.8 133.8 SHIPMENTS of tools were also higher in 
Non-Institutional, Age 14 & Over | Sept. 109.9 109.8 = 109.0 101.8 | September at 366.8% of the base period, a 
Civilian Labor Force Sept. 63.7 64.0 63.2 55.6 | sharp rise from the August level of 314.8%. 
ployed Sept. 1.4 1.6 1.6 3.8 | NEW ORDERS received in September 
Employed ~ Sept. 62.3 62.4 61.6 51.8 | were somewhat lower at 300.3% which 
In Agriculture Sept. 7.5 7.0 7.5 8.0 | compares with 309.1 in August and the 
Non-Farm Sept. M7 = =S5A 5A. 43.8 | year’s high for new orders of 374.6 in 
At Work aoyt. vial 57.0 58.5 43.2 | July. With new orders below shipments 
Weekly Hours Sept. 43.0 42.9 39.7 42.0 | and production rising, it would have taken 
Man-Hours Weekly—b Sept. 257 anal eel 1.82 111.8 months at current production rates to 
EMPLOYEES, Non-Form—m (Ib) Sept. M76 47.1 470 37.5 | fill the order backlog. In August unfilled 
orders equalled 12.4 months of production 
Government Sept. 6.7 6.6 6.5 4.8 z 2 
while the peak for the ratio of unfilled 
Factory Sept. 13.2 12.9 13.1 11.7 oO d t d ti . S t b r 
Weekly Hours Sept. a! 026 26 26 re” ae 
1951 at 23.5 months. The decline in this 
Hourly Wage (cents) Sept. 169.3 167.0 161.3 77.3 sities taliaets iiaen anealk a diate ti acdes 
Sept. 69.58 67.80 65.49 iP : ; ° 
sasacttbaccthat sn vlan backlogs but rather is primarily the result 
Oct. 28 110.4 1106 113.7 92.5 | of the increase in the rate of production 
PRICES—Whol le (Ib2 P “ ° 
. nena Aug. 211.8 211.8 206.1 116.2 | which has risen by 85% since September 
Retail (cd) 42 1951 
Food = — BUSINESS FAILURE struck 539 firms in 
Clothing aor. — = ae |e September, a 9% drop from the month 
Rent Sept. 142.4 1423 137.5 1078 | before and the lowest level in some three 
RETAIL TRADE—$b** and a half years, Dun & Bradstreet has 
Retall Store Sales (ed) Sept. 14.0 13.4 13.0 47 reported. Contrary to the downward trend 
chi Meade Sept. 48 42 4A 1.1 | in the number of failures, the LIABILITIES 
Non-Durable Goods_____| Sept. 9.2 9.2 8.6 3.6 | Of companies that failed increased about 
Dep't Store Sales (mrb)__ Sept. 0.80 086 081 0,34 | 23% to $20.1 million from $16.3 million 
Retail Sales Credit, End Mo. (rb2)__ | Sept. 122 120 11.0 5.5 | in August. Liabilities of failing firms did 
not reach the post-war peak for September 
MANUFACTURERS’ ake iia an -— ia which was set in 1951 but were about even 
New Orders—$b (ed) Total sa aa a ae ‘ with 1948 and 1949. Liabilities in the first 
Durable Goods a “ig ; ‘ 7-1 | nine months of this year totalled $206.1 
Non-Durable Goods. se a sate shige 75 | million, up from $192.8 million for the cor- 
Shipments—$b (cd)—Total**_____ on ; 21.9 20.9 8.3 | responding period of 1951. A sharp rise 
Durable Goods ‘asi = ee 97 4.1 | in liabilities was reported among commer- 
Non-Derable Goods__| 5*P*- 120 5 11.2 4.2 | cial service firms while increases were also 
BUSINESS INVENTORIES, End Mo.** — for mining and manufacturing. 
Total—$b (cd) Ane. 69.5 69.4 70.1 28.6 ailures among construction companies 
Ah el Ano. 42.9 42.1 40.6 16.4 showed a healthy decrease in liabilities 
Wholesalers’ Aion. 93 9.4 10.1 Al = wholesale and retail trade firms were 
Retailers’ Aug. 17.3 17.8 19.4 8.1 ittle ctiaaaal P . 
Dept. Store Stocks (mrb) Aug. 2.3 2.4 2.7 1.1 ; 
EXPORTS from the United States rose 
BUSINESS ACTIVITY—1—pc Oct. 25 188.4 191.4 1842 141.8 | to $1,070 million in August from $1,016 
(M. W. S.)—1—np Oct. 25 224.3 227.9 214.9 1465 | million the month before, according to data 
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Latest Previous Pre- 
Wk.or Wk. or Year Pearl 
OK Date Month Month Ago Harbor* PRESENT POSITION AND OUTLOOK 
ae INDUSTRIAL PROD.—1 np (rb)** Sept. 225 214 218 174 compiled by the Census Bureau. The export 
249 Mining Sept. 174- 157- 167 133 totals include shipments under the Mutual 
ery Durable Goods Mfr.___________| Sept. 285 266 271 220 Security Program of $160 million in August 
the Non-Durable Goods Mfr._________| Sept. 194 191 192 151 and $129 million in July. Textile fibers 
ing . . 
22 || | eARLOADINGS—+—Total sl Ne ee 
se Mise. Freight Oct. 25 49 423 Ala 379 climbing from million in July to : 
4 int ch Oct. 25 75 75 75 156 million in August, due largely to increased 
me : cotton exports. Exports of tobacco, metals 
Grain Oct. 25 58 55 53 43 a 
or and manufactures except machinery and 
eir ELEC. POWER Output (Kw.H.) m Oct. 25 7,696 7,681 7,234 3,267 vehicles, advanced in August while ship- 
ments of the latter category suffered 
SOFT COAL, Prod. (st) m Oct. 25 2.2 8.3 11.6 10.8 a - . g Y ‘ > 
: decline. IMPORTS into this country during 
Cumulative from Jan. 1 Oct. 25 373.4 371.2 434.7 44.6 eo 
ed ponent i me ons ney pie August were valued at $817 million, down 
ng pa Ml A al : i ’ : from $837 million the month before and 
\a- PETROLEUM—(bbls.) m about 11% below the 1951 monthly aver- 
st- Crude Output, Daily | Oct. 25 6.5 6.5 6.3 4.1 | age. Imports of cotton, wool, machinery 
47 Gasoline Stocks Oct. 25 12.1 12.2 12.1 86 and vehicles and of diamonds were lower 
re, Fuel Oil Stocks. Oct. 25 54 54 * 50 94 in August than in July while rubber imports 
in Heating Oil Stocks Oct. 25 122 121 109 55 increased. 
a * * Fs 
ly LUMBER, Prod.—(bd. ft.) m Oct. 25 666 651 638 632 
os Stocks, End Mo. (bd. ft.) b________| Aug. 8.4 8.3 79 12.6 Deliveries of NEW FREIGHT CARS fell 
; to 3,762 cars in September, the lowest since 
: STEEL INGOT PROD. (st) m Sept. 9.0 8.5 8.7 7.0 | July 1950. One of the reasons for the de- 
. Cumulative from Jan. 1_________| Sept. 64.2 55.2 78.4 747 |crease was the shortage of car building 
ts ENGINEERING CONSTRUCTION materials due to the steel strike. NEW 
- AWARDS—$m (en) Oct. 30 277 260 210 94 ORDERS for freight cars amounted to 
“a eit dee 2 Oct. 30 13,702 13,426 11,961 5,692 3,628 in September which compares with 
d 4,558 the month before. With new orders 
i MISCELLANEOUS below shipments, the backlog of orders on 
d Paperboard, New Orders (st)t Oct. 25 201 227 185 165 hand fell to 95,377 cars on October 1 of 
i Cigarettes, Domestic Sales—b Sept. 35 36 31 17 this year from 95,761 cars a month earlier. 
Do., Cigars—m Sept. 527 485. 491 543 There were 140,135 cars on order on Oc- 
“ Wo., Manufactured Tobacco (Ibs.)m_| Sept. 19 19 20 28 tober 1, 1951. 
It b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted monthly totals at annual rate, before taxes. 
5 cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
" (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pc—Per capita basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. **—S lly adjusted 
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. 1952 1952 
j ened sicigpnamenes 992982 ater. 14, 1996, C—108) High Low Oct. 24 Oct. 31 
> Issues (1925 Cl.—100) High low Oct.24 Oct. 31 100 HIGH PRICED STOCKS... 129.1 119.2 120.7 122.3 
330 COMBINED AVERAGE 202.1 190.7 190.7 193.4 100 LOW PRICED STOCKS 241.5 225.2 225.2 227.3 
) 
4 Agricultural Implements.......... 295.8 243.6 243.6 246.5 5 Investment Trusts .................. 109.8 97.9 101.9 102.9 
10 Aircraft (‘27 Cl.—100)........... 343.4 278.2 334.5 343.4A 3 Liquor ‘27 Cl.—100) 1146.9 843.0 843.0 876.7 
7 Air Lines (‘34 Cl._—100).......... 777.8 601.1 609.0 609.0 11 Machinery ..............000.0..... rem 1h; 197.9 206.2 208.3 
| 8 Amusement .................... ; 102.7 77.1 77.1 oral 3 Mail Order .....00.000000..... 130.6 113.8 113.8 116.4 
: 10 Automobile Accessories ...... 251.2 232.0 244.0 246.4 3 Meat Packing ........................ 100.2 75.7 75.7 aa 
UU PRMRCNONNINS. occ coiccosccesasisccese 44.2 40.2 42.2 43.4 13 Metals, Miscellaneous .......... 307.4 237.8 237.8 240.7 
3 Baking (‘26 Cl.—100)...... 22.0 20.8 22.0 22.0 ME ooo cde sicatccansacasvcsantades 443.7 395.3 403.4 407.4 
3 Business Machines ............. . eee 358.5 358.5 358.5 yd ee ; 485.1 420.1 420.1 423.1 
2 Bus Lines (‘26 Cl.—100)...... : 182.2 11.6 171.7 174.7 30 Public Utilities .......000000000.... 180.4 162.5 177.2 178.8 
TENE oo issssnszeee ds aoeeexcescccc 418.0 356.4 356.4 360.5 9 Radio & TV (‘27 Cl.—100) 37.0 31.1 35.8 35.8 
3 Coal Mining ............ ee 16.0 13.3 13.5 13.3Z 8 Railroad Equipment .......... 64.3 56.1 56.1 57.3 
4 Communications 68.3 61.7 61.7 61.7 TA I ooo access ecesinstanioce 49.4 41.3 45.4 46.2 
DECNELEUNENON ccs. c:s8skexiyecdersoiess 72.3 64.8 64.8 66.1 Se RON coach cde ecccietolut Nad ieeeees 48.5 38.2 46.2 46.6 
PF ORIGINMED kes. osicsiscisavescacionss 490.6 442.8 442.8 442.8 3 Shipbuilding 208.4 181.0 199.2 208.4 
9 Copper & Brass 169.5 138.8 143.6 146.9 3 Soft Drinks 330.5 301.2 313.8 310.7 
2 Dairy Products mr 90.5 83.2 85.6 84.9 14 Steel & Iron ..... 154.8 130.8 130.8 135.3 
5 Department Stores ................ 66.0 59.4 60.1 59.4Z pk EE eae ea enero nent on 73.1 58.9 58.9 59.6 
6 Drugs & Toilet Articles............ 233.1 205.9 205.9 108.2 NO oon Sia i Sicccs Sraiacsce 616.3 530.4 535.9 546.8 
2 Finance Companies .. 3943 308.1 369.0 375.3 fC” ee 197.4 150.5 150.5 150.5 
7 Food Brands ............... my 185.6 W115 180.3 182.1 3 Tires & Rubber 76.7 66.9 69.0 70.4 
1D PO IONE 552i oes ccdoes csccedctsties 108.6 97.4 105.6 103.5 EO oo ccna hss cose cash oeecize 85.9 78.6 84.2 85.1 
SB UNAM IENR sos caccsen-seaucsscesestece 68.0 59.3 68.0 68.0 D WRN SIROG oso. osscscicenccceecees 319.6 294.8 297.9 297.9 
4 Gals Winnie. ...csleciclascscccsss 736.4 648.3 654.6 654.6 18 Unclassified (‘49 Cl.—100) 119.7 112.7 112.7 113.9 
A—New High for 1952. Z—New Low for 1952. 
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Trend of Commodities 





Commodity futures were moderately improved in the two 
“| weeks ending November 3. Of 18 commodities in which 
futures trading is wide-spread, twelve closed higher at the 

end of the period, five were lower while one had a mixed 
trend. Higher prices were recorded for wheat, oats, rye, coffee, 
| foreign and domestic sugar, cottonseed oil, hides, rubber, 
wool tops, grease wool and lead. Lower prices were regis- 
tered for corn, lard, cotton, cocoa and zinc while in the soy- 
bean market the current month was down but later deliveries 
finished with gains. May wheat closed at 246% on November 
3, up only % cent from October 20 but not very far from 
the high for the life of the option of 248 reached in August. 
Wheat futures have had a firm undertone since the end of 
September and recent reports of worsening drought conditions 
have contributed to demand. The Department of Agriculture 





report that stocks of wheat in all positions on October | 
amounted to 1,342 million bushels, the second largest in 
history for that date, came as no surprise to the trade and 
therefore did not bring out much selling. May corn lost one 
cent during the fortnight ending November 3 to close at 272%, 
The corn carryover of 489 million bushels on October 1 plus 
an estimated 3,256 million bushel crop being harvested, gives 
a total supply of 3,745 million bushels for the 1953-1953 
season. This exceeds last season’s supply of 3,681 million 
bushels and in addition consumption of corn is expected to 
decline somewhat. As a result, the carryover on October 1, 
1953 should exceed that of a year earlier. However, corn 
prices are below loan levels and this should result in move- 
ment of the crop into the loan as the season advances. This 
factor should prove to be an important support element. 





WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 





Date 2 Wks. 3Mos. 1Yr. Dec.6 
| Oct.31 Ago Ago Ago 1941 
, 28 Basic Commodities ...............00.000000. 279.7 284.9 294.6 326.9 156.9 
\1 Imported Commodities .................. 279.6 283.8 285.2 332.8 157.3 
{7 Domestic Commodities .................... 279.8 285.7 300.8 323.2 156.6 
COMMODITY FUTURES INDEX 
AUG. SEPT. CCT. Noy, 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1952 1951 1950 1945 1941 1939 1938 1937 
anes 181.2 2145 2047 958 743 783 658 93.8 
SN tee 168.3 174:8 134.2 83.6 58.7 61.6 57.5 64.7 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Oct.31 Ago Ago Ago 1941 





7 Domestic Agriculture .............00.0.... 332.3 340.7 359.9 356.5 163.9 
12 Foodstuffs ...... biasespuensavecasltctossuviss 336.0 345.0 364.8 363.5 162.2 
BG IREWTPAGIOFICNS: 5 oicicccssssesessctsscscincaace 260.8 264.9 268.2 312.9 148.2 

RAW MATERIALS SPOT INDEX 
AUG SEPT: oct. NON, 
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Average 1924-26 equals 100 


1952 1951 1950 1945 1941 1939 1938 1937 
ics eee 192.5 215.4 202.8 1117 88.9 67.9 57.7 86.6 
BOON céssetsccecssets 163.7 1764 140:8 986 58:2 489 47.3 546 
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Perhaps not next year, but sometime soon, the 
National Safety Council’s usual estimates of summer 
holiday fatalities may be revised downward. The 
reason will be fewer drownings among children 
depending upon battered-up inner tubes at the 
beaches and fewer casualties because of tube failure 
on the road. Tubeless tires, now an actuality on 
B. F. Goodrich Rubber Co.’s production line, appear 
destined to relegate inner tubes to the museum of 
automobile antiques. The company has already an- 
nounced a tubeless tire for farm implements and has 
built an airplane tubeless tire that has been success- 
fully tested for military aircraft. B. F. Goodrich first 
introduced tubeless passenger car tires in 1947. 
Today, many car manufacturers are considering 
tubeless tires as original equipment. 


The Corrulux Corp., recently acquired by Libbey- 
Owens-Ford Glass Co., has developed a complete line 
of reinforced fiber-glass plastic panels widely used 
for skylights, awnings, partitions, shower doors, 
patio coverings and numerous other purposes in 
modern building construction. This recent acquisi- 
tion is the fourth separate division of LOF and is 
regarded as adding another important “growth fac- 
tor” to the company. 


The heart of a pump-storage project at Hiwassee 
Dam in southwestern North Carolina on the Tennes- 
see Valley Authority’s power network will be the 
world’s largest electric motor and reversible pump- 
turbine. Contracts for this equipment have been 
awarded to the Allis-Chalmers Mfg. Co. As a turbine, 
it will have a pumping capacity of 1.1 billion gallons 
of water every 8 hours, which is about equal to New 
York City’s requirements for a full day. As a motor, 
it will be the world’s largest, rated 102,000-h.p., and 
as a generator, rated 70,000-kva, 13,800 volts. The 
company also has contracts for three 19,000-h.p., 
reversible pump-turbines for a Brazilian public util- 
ity and another for a 12,000-h.p. unit for the Bureau 
of Reclamation, all four of which are now under 
construction. 


The decision by U. S. Steel Corp. to build a steel 
mill, now in process of completion, at Morrisville, 
Pa., not far from Philadelphia, means more than just 
a new plant to come into existence. For Morrisville, 
it means a 16,000-home pre-planned city with a mar- 
ket value of close to $40 million, as well as the open- 
ing up of a new industrial area attracting new retail 
variety, food, clothing and other stores and busi- 
nesses needed to meet the requirements of the in- 
creased population. 


One of Washington, D. C. department stores — 
Lansburgh & Bro. -- is going to make it possible this 
Christmas for Dad, ostensibly shopping for junior’s 
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gift, to openly indulge that irresistible desire har- 
bored by most men to operate the realistic train sets 
produced by the Lionel Corp. The store has set up a 
ground floor Lionel train room which, until Christ- 
mas, will be for the exclusive use of young and old 
boys during specific hours of the day and evening 
when they may operate, via individual control panels, 
the trains that can be sent highballing over a maze 
of tracks and switches and through mountain tun- 
nels and villages. 


Shorewood Hills, a Madison, Wis., suburb, believes 
it has the answer to its garbage disposal problem. 
Village officials announce that all of the community’s 
475 homes are to be equipped with General Electric 
Co.’s electric disposal units. This action, it is said, 
was decided upon after studying reports from Jas- 
per, Ind., which made similar installations two years 
ago and whose officials are understood to state that 
the “almost total absence of flies and rats, and the 
resulting improvement in general health are the most 
important results of the plan.” 


General Mills, Inc., pursuing its expansion and 
diversification program, announces that it has au- 
thorized the construction of a new flour blending 
plant at Louisville, Ky. The new mill will service 
the entire southeastern section of the country with 
a full line of flour products. 


Acquisition is reported of Albert’s Stores in San 
Rafael and Richmond, Calif., by R. H. Macey & Co., 
Inc., under terms by which Macy’s will take over 
immediate operation of the units while the real estate 
will be retained by the Albert Corp., and leased to 
the store operators. Both stores, it is stated, will 
be enlarged and will carry a broader assortment of 
merchandise. 


Imperial Oil Co., early this month, inaugurated 
pipe line delivery of its Sarnia refinery products 
directly to the company’s tank farm at Toronto. The 
first product to flow through the line was gasoline at 
a rate of 35,000 gallons an hour. Other products to 
be put through for distribution in the Toronto area 
will include diesel and fuel oils. Current capacity of 
the line is rated at a little more than 1.3 million 
gallons a day, but this can be stepped up by the 
addition of another pumping station. 


The first latex emulsion base interior enamel ever 
developed will be marketed next spring by the Glid- 
den Co. In making this announcement, the company 
states that the new product will be produced in a 
full range of colors from deep tones to pale pastels 
to match those of Glidden’s Spred Satin Dramatone 
System. The latter was developed by the company 
a year ago to enable the homemaker to mix easily, 


197 











and exactly, any of 180 colors of Spred Satin, a 
latex emulsion base interior paint. 


As a further step in a continuing program to im- 
prove production and assure top quality of the final 
product, Eastman Kodak Co., is pushing to com- 
pletion new, modern facilities at its Kodak Park 
plant, for the production of Kodak Elon developing 
agent, an important ingredient in most photographic 
developers. Scheduled to be in operation by early 
next year, the new equipment will be housed in a 
redesigned existing building which has been extended 
by a U-shape addition to more than double the floor 
area. As a special feature in all process areas, cleaned 
air will be delivered under pressure from ceiling 
ducts and then drawn off through underground 
ducts and washed to remove dust and chemical 
particles. 


Curtiss-Wright Corp., announces receipt of a large 
order for Wright J65 (Sapphire) turbojet engines 
to power secret new Navy interceptor planes. Secur- 
ity restrictions place a ban on disclosing the number 
of engines or the total value of the orders. This is 
the first order in connection with Navy planes al- 
though the J65 has been incorporated in the Air 
Force’s F-84F Thunderjet build by Republie Avia- 
tion and the B-57 Canberra twin-jet bomber built 
under English license, by Glenn L. Martin Co. Buick 
Motor Car Division of General Motors Corp., is 
licensed to build the J65. 


Army Ordnance has awarded a $2 million con- 
tract for the manufacture of shells to the Hall-Scott 
Division of ACF-Brill Motors Co., together with a 
$700,000 contract for shell manufacturing facilities. 
These new orders increase the company’s backlog 
to approximately $29.7 million the greater portion 
of which will be completed this year. 


Keeping pace with developments in high compres- 
sion and high powered automobile engines Electric 
Auto-Lite Co., has brought forth the Resistor Spark 
Plug—essentially a standard plug with a 10,000-ohm 
Resistor built into the insulator which is claimed to 
provide greater efficiency and longer life. Other 
advantages the Resistor Plug is said to have are: It 
permits wider-than-standard gap settings producing 
more miles per gallon, quicker starting, a smoother 
running engine and leaner gas mixtures. . 


A feature at the National Shoe Fair this Autumn 
was the Goodyear Tire & Rubber Co., showing of 
Neolite in suede as a shoe upper material. Produced 
in accepted colors, the sueded Neolite is said to lend 
itself to all types of shoe construction, as well as 
matching handbags in women’s styles. The company’s 
Shoe Products Division claims that the new material 
will not lose its color or matt, and can be easily 
cleaned. Moreover. while it is uniform in quality 
and of standard gauge and cut, this new material, 
it is said, will cost less than leather suede. 


Formation of a new division to be devoted exclu- 
sively to product and process development is an- 
nounced by International Shoe Co. The company 
states that such a move is a logical step in the con- 
tinued expansion and diversity of its organization. 
It is regarded as being consistent with Interna- 
tional’s policy, not only to manufacture shoes and 
the raw materials going into them, but to conduct 
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full-scale investigation and development work lead- 
ing to new processes, materials, methods and prod- 
ucts. It is also a sound move, the company believes, 
toward such objectives as increased sales and earn- 
ings for stockholders, highest quality at lowest prices 
for consumers, and the creation of jobs for em- 
ployees. 


Greater tire wear is a possibility in the near 
future if a new type of GR-S synthetic rubber, 
now in the pilot plant stage, becomes a production 
reality. Research by scientists of the Naugatuck 
Chemical Division of the U. S. Rubber Co., shows 
that the new synthetic gives 30 to 50% more abra- 
sion resistance than standard “cold” rubber. It 
also is reported to show good resistance to heat, 
cracking caused by rapid flexing, and the deteriorat- 
ing effects of aging in air. The new rubber is made 
possible by the addition of rosin chemicals, by-prod- 
ucts of turpentine manufacture, to an extra tough 
“cold” type of GR-S synthetic rubber. 


Prospects of longer lasting and improved rubber 
products are also held out by E. I. duPont deNemours 
& Co., which announces that its scientists have de- 
veloped a new rubber-like material to prevent or 
retard deterioration in natural and many types of 
synthetic rubbers due to attacks from ozone, a highly 
active form of oxygen which usually is present in the 
atmosphere in amounts less than 10 parts per 100 
million. The product, known as “Hypalon” S-2, is 
said to have the ability to keep rubber flexible at 
low temperatures. 


One of the largest orders for railway passenger 
equipment in several years has been placed with the 
Budd Co. by the Atchison, Topeka & Santa Fe Ry. 
The contract calls for 113 all-stainless steel cars, 
including a number of new design, some of which are 
dome cars with the passenger space extending the 
entire length of the car, permitting passengers to 
enjoy an elevated and unobstructed view of the scen- 
ery enroute. 


Puerto Ricans are reported to be greatly in favor 
of the idea of the Industrial Development Board of 
the United States-owned commonwealth to acquire 
deHaviland Comet jet-planes. The islanders believe 
that with jet planes in operation many more tourists 
would be attracted to the country. The ships, accord- 
ing to reports, would be operated by Eastern Air 
Lines but in some quarters it is understood that 
Eastern would be interested in operating them on a 
lease basis only. 


A new table radio, said to be the smallest on the 
market but having large-set tone quality has been 
brought out by Radio Corp. of America’s RCA-Victor 
home instrument department. The new set, measur- 
ing 314 inches deep, 514 inches high and 714 inches 
wide is understood to have a 4x 6-inch speaker. 


Through its Bendix Home Appliance division, 
Aveo Manufacturing Co., plans to enter the market 
with a complete line of electric refrigerators, freez- 
ers and stoves. The new products are expected to be 
shown at the Chicago mid-winter furniture exhibit 
next January, and it is hoped that national distri- 
bution will be achieved by early 954. The company 
believes that these new products and additional 
laundry equipment will double annual sales. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Minnesota Mining & 
Manufacturing Company 

“Your publication has stated that 
Minnesota Mining & Manufacturing 
Company is a definite growth situation. 
Please furnish information as to prin- 
cipal products manufactured and also 
recent earnings and prospects.” 

J. B., Rye, N.Y. 

Minnesota Mining & Manufac- 
turing Company, now observing 
its 50th anniversary, manufac- 
tures more than 1,000 industrial 
and consumer items including cel- 
lophane, filament, masking, elec- 
trical insulating and sound re- 
cording tapes, coated abrasives, 
reflective products, roofing gran- 
ules, printing accessories, syn- 
thetic rubber adhesives, coatings 
and chemicals. 

Sales for the first half of 1952 
totalled a record high of $88,- 
074,407 compared with $85,850,- 
163 for the same period of 1951. 

Despite the $3 million sales 
volume increase for the first half, 
earnings after taxes were down 
slightly from $7,360,939 for the 
six months ended June 30, 1951 to 
$7,287,400. 

The first half earnings 
amounted to 91 cents per share 
on 8,007,549 shares of common 
stock compared with 92 cents per 
share during the first half last 
year. First half earnings for 1951 
were reported originally at $1.00 
on 7,971,282 shares but were re- 
adjusted to reflect retroactive tax 
increases and an additional 36,327 
shares of common stock outstand- 
ing. 

Like most businesses, the com- 
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pany has the problem of trying to 
earn satisfactory profits despite 
exceedingly high taxes and many 
other rising costs without ade- 
quate price relief. To offset this, 
the company is devoting special 
attention to programs designed to 
broaden sales, improve existing 
lines and develop new ones, and to 
reduce costs by stepping up effi- 
ciency and production, distribu- 
tion and all other phases of opera- 
tion. 

According to the executive vice- 
president of the company, sales 
for nine months this year are ex- 
pected to show a gain of 8% over 
$126,810,666 reported for the like 
1951 period, but net profit for the 
period may be slightly under $11,- 
427,754, or $1.89 a common share 
earned in 1951 period. Estimated 
sales for the year ending Decem- 
ber 31 will fall short of the $200 
million goal set for 1952. How- 
ever, the company officials as- 
serted that total sales for the year 
would rise to between $185 mil- 
lion and $190 million which would 
compare with 1951 total sales of 
$170,067,527. Net profit for 1952 
will be about the same as last 
year’s net profit of $15,738,452 
or $1.92 per common share. 
Heavier taxes accounted for drop 
in profits for the first nine months 
of this year. September sales were 
largest for any month in the his- 
tory of the company. 

Dividends in 1951 totalled $1.00 
per share and 25 cents quarterly 
has been paid thus far in the cur- 
rent year. 


international Mineral & Chemical 
Corporation 

“I have been a subscriber to your 
valued publigation for a good many 
years and would appreciate receiving 
late data on International Minerals & 
Chemical Corporation with emphasis on 
the proposed debenture financing and 
stock increase.” 

R. T., Evanston, Illinois 

Net earnings of International 
Minerals & Chemical Corporation 
for the fiscal year ended June 30, 
1952, were $6,653,251, an increase 
of 2% over $6,514,130 for the pre- 
vious year. Earnings before in- 
come taxes were $9,678,251 as 
compared with $9,639,139 for the 
previous year. 

Earnings per common share 
amounted to $2.90 on the 2,161,- 
511 shares of common stock out- 
standing June 30, 1952. This com- 
pares with $3.06 per share on the 
2,000,000 shares of common stock 
that were outstanding June 80, 
1951. 

Net sales for the year ended 
June 30, 1952 were $84,570,447, 
or 28% higher than sales of $66,- 
257,884 in the previous fiscal year. 

Working capital at June 30, 
1952 was $27,879,094. Cash bal- 
ances were $11,142,263 compared 
with $14,525,651 a year ago. Con- 
tinuing increases in the volume of 
sales naturally has resulted in 
higher amounts for accounts and 
notes receivable than a year ago. 
Similarly, inventories are higher 
because of the increased volume 
of business. 

Expenditures for construction 
during the year aggregated $10,- 
059,531. The corporation is cur- 
rently committed on purchase 
orders and contracts for construc- 
tion work yet to be completed to 
the extent of approximately $12 
million. 

Dividends on the common stock 
were continued on the same basis 
at the close of the last fiscal year, 
at $1.60 per share. 

Stockholders voted approval on 
October 28 in authorizing issu- 
ance of subordinated convertible 
debentures, in an amount not ex- 
ceeding $20 million and increasing 
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authorized $5 par common stock 


from 2,500,000 to 3,000,000 
shares. It is believed that approxi- 
mately 400,000 common shares 
will be required to be reserved for 
issuance in connection with con- 
version of $20 million debentures. 
Balance of additional shares 
would be available for such other 
purposes as_ directors might 
decide. 

The company’s growth and di- 
versification in recent years 
means substantial funds would be 
needed for new plants and for 
enlarging existing facilities. 

There is a continuing strong 
demand for the company’s prod- 
ucts. The increase in research 
work should make possible in- 
creased growth in the number of 
products and volume of sales in 
the future. 


Colorado Fuel & Iron 
Corporation 

“Tama new subscriber to your Maga- 
zine. I would appreciate receiving infor- 
mation as to earnings of Colorado Fuel 
& Iron Corporation for the latest fiscal 
year, dividend payments and prospects 
over coming months.” 

C. D., Denver, Colo. 

Colorado Fuel & Iron Corpo- 
ration, ninth largest steel enter- 
prise in the United States re- 
ported operations for the fiscal 
year ended June 30, 1952 showed 
a consolidated net income of 
$5,761,965, equal after preferred 
dividend requirements to $2.64 a 
share on the 2,158,084 outstand- 
ing shares of common stock. This 
compared with a restated net in- 
come during the previous fiscal 
year of $10,044,728, or $4.89 per 
share on 2,000,523 common shares 
than outstanding. 

For the last quarter of the fiscal 
year ended June 30 1952, the 
ocrporation reported net income 
of $409,745, equal after preferred 
dividends to 17 cents per share on 
the 2,158,084 shares of common 
stock, which compares with a re- 
stated net income of $2,661,008 
or $1.33 per common share for 
the fourth quarter of the previous 
fiscal year on 2,000,523 shares. 

Total sales for the year ended 
June 30, 1952 reached a new high 
of $195,757,164 despite sharp cur- 
tailment of activities as a result 
of strike shut-down during the 
months of April, May and June. 
Sales in the preceding fiscal year 
were $191,444,412. 

The increased material costs 
during the year, retroactive in- 
creased labor costs resulting from 
the strike settlement, and the cost 
of a strike shut-down more than 


offset the increase in sales so that 
net income before taxes was sub- 
stantially reduced. 

The corporation’s steel plant 
operated at 93.50% of capacity 
during the year as compared with 
106.089 in the preceding year. 
This reduction was directly at- 
tributed to strike shut-down as 
many interim production records 
were broken during the year. 

The corporation’s expenditures 
during the year for additions and 
improvements totalled $20,040,- 
585, compared with $8,470,255 the 
previous year. The Allen Coal 
Mine, the new Seamless Tube Mill 
at Pueblo, Colorado, and major 
improvements at the Claymont, 
Delaware steel plant largely ac- 
counted for this outlay with nu- 
merous additions made at various 
other plants as part of the cor- 
poration’s continuing program of 
expansion and modernization. 

Dividends in 1951 were $1.50 
per common share and 3714 cents 
quarterly has been paid thus far 
in 1952. 


Magnavox Company 

“According to your Magazine the 
slump in the television industry early 
this year has recently been followed by 
an improvement. Please give in detail 
recent fiscal earnings of Magnavox Co. 
also military backlog and what are the 
prospects for the company when the 
present defense program tapers off.” 

W. L., Trenton, N. J. 

Consolidated net earnings of 
the Magnavox Company and sub- 
sidiaries in the year ended June 
30, 1952, were $1,343,760 after 
provision for income taxes and 
possible Government contract re- 
negotiations, compared with §$2,- 
233,237 in the preceding year. 
Sales were $36,837,503, compared 
with the preceding year’s record 
of $44,177,645. 

Earnings were equal to $1.80 
a share on 728,872 shares of com- 
mon stock outstanding, compared 
with $3.01 a share on 723,437 
common shares the year before. 

The decline in television and 
radio sales followed the industry 
pattern. The drop in television 
revenue was partially offset by 
gradually increasing military 
business. At June 30, the com- 
pany had a backlog of military 
orders totalling over $50 million, 
with large additional contracts in 
negotiation. The company antici- 
pates billing an average of $3 
million per month of military 
equipment during this current 
year. 

At the same time, there has 
been a rapid acceleration in civil- 
ian television sales at both retail 


and wholesale levels during recent 
months. 

To finance increased military 
business, the company negotiated 
a $9 million revolving V-type loan 
running to the end of 1953. At 
June 30, there were $3,500,000 of 
the loan outstanding. 

A facilities expansion program 
undertaken in anticipation of in- 
creased military and civilian busi- 
ness was partly completed during 
the year. This included the addi- 


tion of 40,000 sq. ft. of office, en- | 
gineering and manufacturing | 
space to the Ft. Wayne, Indiana | 


plant, and the addition of 65,000 
sq. ft. of manufacturing space at 
its Greenville, Tennessee plant. 

The company is planning to ex- 
pand into the commercial elec- 
tronic apparatus field as the mili- 
tary program tapers off in the 
future. Magnavox military con- 
tracts cover a wide range of elec- 
tronics and_ electro-mechanical 
products, some of which have 
commercial apptication. 

According to the Chairman of 
the company, sales for the De- 
cember quarter are likely to reach 
a new high. This is the second 
quarter in company’s fiscal year. 

Net sales for the three months 
ended September 30, 1952 
amounted to $11,336,096, a new 
high for first quarter of fiscal 
year, compared with $5 million a 
year ago. Net profit after taxes 
for quarter just ended was esti- 
mated at $637,827, equal to 86 
cents a common share, against 
$20,000 or 2 cents a share a year 
ago. Earnings and sales for pres- 
ent quarter are expected to exceed 
those of preceding quarter and 
for full fiscal year are expected 
to be substantially ahead of last 
year. 

Dividends in 1951 totalled $1.50 
per share and 3714 cents quar- 
terly has been paid thus far in 
the current year. 


Reeves Brothers Inc. 


“Among the industries you have re- 
corded in your publication that have 
slumped this year is the textile industry. 
As I am interested in Reeves Brothers 
Inc. listed on theh N. Y. Stock Exchange, 
please report recent annual earnings, 
sales volume and dividends.” 

C. O., Ashland, Ky. 


Consolidated net sales of Reeves 
Brothers, Inc., leading textile 
manufacturer, and_ subsidiary 
companies for the 12 months 
ended June 30, 1952 totalled 
$71,356,718. This represents an 
all-time high in sales since the 
public distribution of the com- 

(Please turn to page 209) 
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wage boosts in steel and coal mean 
“another round” that rail labor 
will not ignore. After a settlement 
with the rail unions, there will 
come the wait for more rate re- 
lief. At some point the cycle is 
going to be broken by a business 
slump, in which neither wages 
nor freight rates can be boosted. 
That would put another kind of 
“hex”, and a very potent one, on 
rail stocks — among others. 


Bonds 

Following some weeks of prior 
easing, the Government and cor- 
porate bond markets have firmed 
over the last fornight. It is a 
commonly-held view that the up- 
side potential in these markets, 
on a viewpoint of one to three 
years, largely exceeded the near- 
term or medium-term potential 
for price recession. This projec- 
tion is predicated simply on fu- 
ture shrinkage in credit demand 
—incident to putting behind the 
peaks in plant outlays, defense 
spending and business activity 
generally — with a resultant re- 
dundant money supply in institu- 
tional hands, and a reversion of 
the Federal Reserve to easy- 
money policy. The present im- 
provement in the bond market is 
suggestive. Good bonds and pre- 
ferred stocks commence to look 
like good buys. 


Yields 

At the $30,000 taxable-income 
bracket, on a joint-return basis, 
a common-stock yield of 5.50% 
gross becomes 2.59% net; at the 
$40,000 bracket it becomes 2.09% 
net; at $60,000 1.82% net; at 
$80,000 1.54% net; at $100,000 
only 1.27% net. If wealthy people 
want income, they buy mostly tax- 
exempt bonds. If they buy or hold 
common stocks, that is mostly on 
hope of capital gains. When hopes 
for long-term (more than six 
months) gains are sub-average, 
which is the case now, the wealthy 
are sellers of common stocks at 
least to a moderate extent on bal- 
ance, and buyers of tax-exempts. 


Stocks 

The following partial list of de- 
fensive-type income stocks are 
worth-while: Beneficial Loan, 
American Chicle, Household Fi- 
nance, Woolworth, Green, Kresge, 
Middle South Utilities, Southern 
1952 
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Company, National Biscuit, Pit- 
ney-Bowes, General Foods, Bor- 
den, Life Savers, American To- 
bacco, American Telephone. 
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amount about half was written 
off for depletion, depreciation and 
amortization, drilling costs, dry 
holes, deferred profits, reserve for 
contingencies, etc., leaving re- 
ported net income of $140 million 
or $6.17 a share. The various 
bookkeeping charge-offs exceeded 
10% of gross operating income. 
The company’s net income in 1951 
by areas was as follows: 








Per Share 
United States $ 79,695,000 $3.51 
Other Western 
Hemisphere 23,326,000 1.03 
Total Western 
Hemisphere $103,021,000 $4.54 
Eastern 
Hemisphere 32,172,000 1.42 
World Total . $135,193,000 $5.96 
Non-recurring 
Income .... 4,877,000 wy) 
Reported Total $140,070,000 $6.17 


The company’s heavy charge- 
offs permit the financing of ad- 
ditions and betterments, devel- 
opment work, ete., without any 
substantial new financing. Capital 
outlays in 1951 totalled $176 mil- 
lion and it is reported that $225 
million may be spent in 1952. 
This can probably be handled 
without any substantial borrow- 
ing, since the company’s $326 
million net working capital at 
the beginning of 1952 seemed 
much larger than needed-it was 
the highest figure of the past 
decade, exceeding the previous 
year by some $70 million. 

While Gulf Oil is traditionally 
a “blue chip” stock with a cur- 
rent yield of only 4% and selling 
for about 8 times earnings, due 
consideration must be given to the 
ultra-conservative bookkeeping 
and sound management, the 
growth possibilities in the huge 
Kuwait reserves, and other plus 
factors such as the Canadian and 
Venezuelan developments. It must 
be recognized that the oil stocks 
have been in a three-year bull 
market, with Gulf making a 
somewhat better showing than 
the averages. But on the other 
hand, the oils have recently had 
to absorb some profit-taking, with 
heavy selling from England re- 
ported, so that they are no longer 


at peak levels; Gulf’s recent price 
of 50 compares with the year’s 
range of 585-4634. And it can- 
not fairly be said that the major 
oil stocks are really “inflated” 
marketwise in relation to their 
intrinsic values and current earn- 
ings, assuming the business out- 
look to be reasonably favorable 
and the general price structure 
stable. 





What 3rd Quarter Earnings 
Reports Reveal 
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importance is the growing de- 
mand by the military for special 
electronic equipment. It is re- 
ported that production for de- 
fense is occupying an increasing 
proportion of the company’s busi- 
ness. 

U.S. Steel Corp. Earnings were 
92 cents a share for the third 
quarter, compared with 83 cents a 
share in the corresponding 
period of last year. However, the 
comparison may be somewhat 
misleading unless full considera- 
tion is given to the $17.5 million 
retroactive tax charged against 
the 1951 quarter. This alone 
amounted to 67 cents a share so 
that the third quarter of last year 
actually produced net earnings of 
$1.50 a share as against the 83 
cents actually reported. 

On this basis, the comparison 
of third quarter 1952 earnings 
with 1951 is not as favorable as 
it seems at first glance. However, 
continuation of the strike for 26 
days over into the three months 
ended September last naturally 
accounted for the difference on 
earnings. The effects of the strike 
on second quarter earnings were 
even more marked, net having 
been only 61 cents a share. 


For the full nine months, earn- 
ings were $2.96 a share, compared 
with $4.44 a share in the corre- 
sponding period last year, the 
difference, as stated, being largely 
due to the cumulative effects of 
the strike. Current quarter earn- 
ings, however, undoubtedly will 
witness considerable recovery, 
with operations currently at 
about 110%. The company has 
stated that operations will con- 
tinue at a similarly high level 
for the balance of the year and 
through the first quarter of 1953. 

On this basis, and making al- 


(Please turn to page 202) 
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lowance for the unfavorable 
effects of the strike in the third 
quarter, it is not unlikely that the 
company will earn well over $1 
a share in the final quarter, or 
at an annual rate not substan- 
tially less than the impressive 
1951 earnings. The regular $3 
dividend is now being earned by 
an adequate margin, which is 
reflected in authorization of the 
regular 75-cent quarterly dividend 
for the current period. For the 
next six months, at least, it would 
seem that fears regarding con- 
tinuation of the usual rate need 
not be entertained. 

Pullman, Inc. First half-year 
earnings indicated 1952 net would 
run ahead of last year’s results. 
Despite the heavy burden of cur- 
rent income and excess profits 
taxes which took $4.07 a share of 
earnings, compared with $3.20 in 
the 1951 half-year, post-tax net 
was equal to $2.22 a share against 
$2.11 for the first six months of 
1951. This favorable trend, how- 
ever, was dealt a severe blow by 
the steel strike, forcing Pullman 
to close its carbuilding plants for 
an average period of six weeks. 
Consequently, although gross 
revenues in the third quarter of 
this year continued high, reflect- 
ing a rising volume of defense 
work with its small profit margin, 
net earnings, after $2.31 for in- 
come taxes, fell to 89 cents a 
share. This held net for the first 
9 months to $3.10 a share, com- 
pared with $3.31 a share in the 
same period a year ago. 


Resumption of Favorable Trends 


Another adverse factor which 
extended well into the third quar- 
ter was the two months’ strike at 
the main plant of Trailmobile, 
Inc., a subsidiary. Work there was 
resumed on August 1, and has 
been followed by a rapid recovery 
in output and earnings. Freight 
car production has also been re- 
sumed, although volume is still 
controlled by the availability of 
steel. Barring any sudden tighten- 
ing in steel supply, which seems 
unlikely now, freight car output 
in the final quarter should at least 
equal that of the first or second 
three month period. Total unfilled 
orders of all subsidiaries on Octo- 


202 


ber 1, last, amounted to approxi- 
mately $385 million. Conservative 
estimates would place Pullman’s 
earnings for 1952 at close to $4.40 
a share, providing a good margin 
of safety for the current dividend 
rate of $3.00 a share annually. 

Air Reduction Co., Inc. The 
1952 third quarter was the first 
three month period of the current 
year in which sales failed to regis- 
ter a marked gain over the corre- 
sponding quarters of 1951. How- 
ever, third quarter figures, held 
down by the effects of the steel 
strike, were anything but disap- 
pointing. Net sales of $29,291,677, 
comparing with 1951 third quar- 
ter’s $29,346,678, brought busi- 
ness for the first 9 months of this 
year to $92.3 million which sur- 
passed 1951’s first 9 months’ vol- 
ume by almost $5 million. Despite 
the upsetting effects of the steel 
strike and the resultant curtail- 
ment of sales in the early part of 
the third quarter, the company 
was able to show, after taxes, net 
income of $1,673,986, equal to 51 
cents a share on a slightly larger 
amount of outstanding common 
stock, compared with $1,686,327, 
or 61 cents a share for the like 
period of last year. This compari- 
son is distorted to the extent of 
$282,733 which the company 
charged off in the third quarter 
of 1952, for accelerated amortiza- 
tion, a charge which was not nec- 
essary for any part of last year. 
Notwithstanding the higher cost 
of doing business, net income in 
the 9 months to Sept. 30, last, 
amounted to $5.5 million, equal to 
$1.72 a share, compared with $5 
million in the 1951 period or 
$1.85 a share. The latter figure 
does not include $1.6 million cred- 
ited to net income and represent- 
ing net profit on disposal of in- 
vestments and revaluation of cer- 
tain plant property, adding about 
18 cents a share to last year’s 9 
months net income. Earnings for 
1952 should be well over $2.25 a 
share, providing a wide margin 
for current dividends of $1.40 
annually. 

C. I. T. Financial Corp. Consoli- 
dated net earnings for the third 
quarter amounted to $1.91 a 
share, compared with $2.02 in the 
corresponding period in 1951. 
Although third quarter net of $7.3 
million dipped slightly under the 
$7.7 million reported in the 1951 
period, consolidated deferred in- 
come and unearned premiums, 
which are amounts available for 
future gross earnings, were again 


at a record high at the close of 
the 1952 third quarter, totalling 
$135.4 million, compared with 
$113.3 million on the same date 
a year ago. 


Good Fourth Quarter Anticipated 


In the first 9 months of the cur. 
rent year consolidated net earn. 
ings, after federal taxes of $24.7 
million, reached $21.8 million, 


equal to $5.69 a share on the com. | 


mon stock. In the comparable 


period of 1951, net earnings of | 
$21.4 million were equal to $5.58 


a share. While retail motor financ- 
ing volume held at a substantial 
level during the time new car pro- 
duction was curtailed as a result 
of the steel strike new business in 
car financing, at both the whole. 
sale and retail levels, is reported 
to be showing a progressive in- 
crease since automotive plants 
resumed operations. The com- 
pany’s factoring volume also has 
shown marked improvement. 
Based on returns so far, together 
with the bright outlook for the 
final quarter, net earnings for the 
full 1952 year should be close to 
$7.60 a share, topping the $7.31 
earned in 1951. In all probability, 
the $4.00 annual dividend rate will 
again be augmented by a pay- 
ment this year. 

Phillips Petroleum Co. Third 
quarter earnings of $1.19 a share 
compare with $1.28 in the corre- 
sponding period of last year. 
Gross income for the quarter of 
$180.6 million was up by $27.5 
million from 1951 figures, but 
slightly higher operating and gen- 
eral expenses held net to $17.3 
million or about $300,000 under 
that shown in the Sept. quarter of 
last year when there were 659,619 
less shares outstanding. The gain 
in third quarter sales volume con- 
tinued the upturn of the earlier 
months and brought gross income 
for the first 9 months of 1952 to 
$527.1 million or about $87 mil- 
lion over the three-quarter period 
of last year. Net of $56.2 million 
for the 9 months equalled $3.89 
on an average of 14.4 million 
shares outstanding, compared 
with $49.7, or $3.74 a share on the 
13.2 million average share out- 
standing in the 1951 period. 

Daily average net crude pro- 
duction during the current year 
was increased to 133,729 barrels 
as compared with 121,491 barrels 
for the same period last year. A 
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lose of subsidiary, Phillips Chemical Co., * 
talling| got its second plant into operation F T s O U T es esses 
g . ’ 
| with} last August for the production of i jie 
e date} sulfur from natural gas wastes. 
Operations also began at the new 
Venezuela refinery and wax man- 
pated ufacturing plant with a paraffin 
capacity of 5 million pounds a 
re cur.| year. 
earn. Income from these additions to | 
$24.7} operations, as well as the expan- 
illion,| sion in refinery capacity and other 
>com.| improvements should further 
arable| strengthen earning power, com- 
zs of| pensating for the increase in cap- 
$5.58  italization. The outlook for the 
inanc-| final quarter indicates per share 
antia] | net paralleling that shown for the 
r pro-| previous quarter which should en- 
result | able Phillips to close 1952 with 
ess in| net profits close to equalling 1951 
vhole. | per share earnings of $5.11, or 
orted | almost twice annual dividend 
re in- | needs of $2.40 a share. — ‘3 
ants be . oe. 
com- si ” i Pe » bis, is 
> has P P 
20 Stocks Acting Well in e 
nent, k Sy) 
ether | Face of Recessionary Market st, 2 
th Eopmevs won 
r th F 2] / 
Se sa (Continued from page 189) ) dA 2 Jow. 
7.31 | year with estimated full year re- ehint 
ility, sults placed at $14.50 per share, 
Will | compared with $12.21 in 1951. 
Pay- | Southern’s long term revenue Thirty-five years ago many farm youngsters would run and 
ane trend has been favorable, and the hide when they saw an automobile chugging down the road. 
hird , area it serves is expanding in- ; 
hare dustrially, diversifying traffic Horses would run far across the field. Cows would get so upset 
rre- | away from dependence on agri- they wouldn’t give milk when a big top-heavy car sped through 
ear. | cultural products as a chief source cl li cia ai h 
r of | of revenue. The road has a debt a Poe ae eee oe eee 
27.5 problem in 1956 which is felt can If there were no oil today, farmers would have to go back 
but be met successfully, but which ; 
yen- temporarily provide a cautious to the horse-drawn plow. There could be little, or no large 
17.3 dividend policy. The long-term scale farming with its economies in time, money and manpower. 
io outlook appears bright as the 
sai system promises to progress with SUNRAY refineries are in the heart of a great agricultural 
619 the growing territory. and ranching region. Millions of gallons of gasoline, fuel oils 
rain Texas Utilities and liquefied petroleum (LPG) products, produced and refined 
On- by SUNRAY, are used by America’s farmers every year. 
lier From an early 1952 low of 3234, 
yme the stock during the past several Many mid-continent farmers and ranchers receive thousands 
» to months has steadily moved up toa of dollars in lease rentals and oil royalties from SUNRAY each 
nil- recent high of 413% reflecting the ‘ , i . 
iod continued uptrend in earnings and year. But even with oil wells on their own land, they continue 
ion ges _ of a _— to grow crops and raise livestock 
year since 1947. is i on 
me holding company, combining three for shipment to other communities. 
™ important operating units, pro- ns 
"ed vides electricity for a large and = * menenk ae ap 
the important section of Texas in- America progressive, and . 
ut- a peagpred a SUNRAY’s progress and America’s 
”" growing regions of the nation, progress go hand in hand. 
on the longer-term expansion factor 
se assured, the issue has attracted 
ov substantial investor interest. The SUNRAY OIL CORPORATION 
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stock is a sound income producer 
with good growth prospects. 


Westinghouse Electric 


Despite a price easement earlier 
this year, the stock from a low 
around 35 has advanced irregu- 
larly to the current level of 4214, 
just under the year’s high. One 
of the two leaders in the electrical 
manufacturing field, the company 


| has long had a considerable meas- 


ure of investor confidence. The 
management is noted for its pro- 
gressive record of consistent 
building and product development 
through its long history. Further 
confidence is expressed in the new 
$296 million expansion program 
to be undertaken on top of a $130 
million plant expansion just com- 
pleted. So far this year, earnings 
are in excess of last year’s results 
with the probability of topping 
1951 $4.03 per share by a good 
margin. When present plans are 
consummated, increase in manu- 
facturing facilities are expected 
in excess of 50%, with substan- 
tial long-range growth in the elec- 
tric-electronic field. 


Zenith Radio 


Market-wise this stock has been 
in a sharp general upward swing. 
In the three years from 1950 to 
1952 it has moved from 50 to 8&6, 
its current price now around 82- 
83. It is the highest-priced per- 
former in the TV-electronic 
group, as well as its top earner 
on a per share basis. Net has 
averaged $11 per share during 
the past 3 years 1949-51. Share 
capitalization is relatively small, 
only 492,000 shares. This suggests 
an eventual stock-split. Company 
holds a front-rank position in the 
industry and should enjoy rising 
sales with construction of new 
TV stations and commercial de- 
velopments of color television. 
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common stock. And second, that 
this buying and selling, at least 
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on the two days under review, 
produced a stalemate. Actually, 
the market sold off slightly on one 
day and closed about unchanged 
on the other. 

It used to be that the heaviest 
buying by both mutual funds and 
pension trusts came sometime af- 
ter the first of the year, as new 
money for investment became 
available. This is no longer true, 
according to leading portfolio 
managers, with buying spread 
more evenly throughout the year. 

Buying by institutions has pro- 
duced a number of startling 
changes in the security market, 
outside of its possible effect on 
stock prices. 

Because the amount of money 
invested by pension and mutual 
funds is so large, they tend to buy 
large blocks of stock. However, as 
any broker knows, the markets on 
the floor of the Stock Exchange 
this year have been notably 
“thin.” An order to buy a large 
block of stock might be difficult 
to execute without pushing the 
price of the stock higher, and, by 
the same token, an order to sell 
might depress the stock sharply. 


Inter-Institutional Transactions 


In order to by-pass the uncer- 
tainties caused by a thin market, 
mutual funds very often deal in 
blocks of stock among themselves. 
If, for example, Fund “A” has a 
big profit in a particular issue 
and wants to cash in part of this 
profit, and Fund “B” suddenly 
decides that it should own some 
of this stock, the two may be able 
to get together and make the 
transaction without paying bro- 
kers’ commissions. This type of 
transaction, while entirely legal, 
has been severely criticized by 
the investment fraternity. First 
of all, say brokers, it brings out 
the disparity in judgment among 
various mutual fund manage- 
ments (what one fund believes 
should be sold, another believes 
should be bought), and secondly, 
it hurts the brokerage business, 
which is already suffering from 
a decline in volume. 

Another offshoot of concen- 
trated buying by mutual funds 
and pensions is the broker who 
specializes in finding large blocks 
of stock and selling them, per- 
haps at reduced commissions, to 
a number of institutions. 

The importance of these off the 
board transactions is difficult to 
assess since there is no way of 
knowing how much stock of listed 


companies changes hands. How. 
ever, if such transactions were 
confined to the Exchanges, ad. 
ditional support might be gen. 
erated. 

Another new source of buying, 
which is difficult to measure, 
comes from unions. Some of these 
big organizations have huge sums 
of money to invest. To date, most 
of them have invested in govern. 
ment bonds and other high grade 
securities. However, in order to 
offset inflation, some have invested 
in mutual fund shares. By buying 
these securities, the union is not 
faced with the problem of calling 
a strike against a company of 
which it is a part owner, and at 
the same time it can participate 
in any possible rise in the general 
market. 


Support of the market is per- 
haps too strong a phrase to use 
at the present time to describe 
institutional buying. But as a 
new factor to be reckoned with in 
discussing the market, and as a 
future support for stock prices, 
it is of considerable importance 
to investors. 
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in combination serve as useful 
guides. 

These measures are as follows: 
1) Percent of profit to sales; 2) 
Percent of profit to net worth; 
3) Turnover of fixed assets, and 
4) turnover of inventory. If the 
investor in a company takes the 
trouble to compare these four sets 
of figures with those of other 
companies in the same industry, 
he should have a fairly good basis 
of analysis and be able to determ- 
ine whether his company’s man- 
gement is adequate or the reverse. 


Because of the importance of 
these measures, we have concen- 
trated on them in the accompany- 
ing table listing the operating re- 
sults of 74 leading companies in 
ten important manufacturing in- 
dustries. We believe these figures 
are quite revealing. (Reference is 
made to the source of this ma- 
terial at the end of the table). 


Ratio of Profits to Sales 
The ratio of profit (before 


taxes) to sales is frequently con- 
sidered the best index of man- 
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agement efficiency. This is the 
most easily ascertained figure in 
comparing operating results of 
the various companies within an 
industry. Thus, it will be seen in 
the agricultural implements di- 
vision, for example, Deere & Co. 
has the highest percent of profit 
to sales. When taken in connec- 
tion with the fact that this com- 
pany also had the best record in 
turnover of inventory, percent of 
profit to net worth and turnover 
of fixed assets, it is not difficult to 
understand why this company has 
had an outstanding record as to 
stability of earnings per share. 
This is not to say that the other 
leading companies in the indus- 
try (see table) have not had good 
earnings results but the compari- 
son indicates Deere to have gen- 
erally had the best record. 


Ratio Between Profits & Net Worth 


The ratio between profits and 
net worth is also an important 
index of management efficiency. 
This factor has great bearing not 
only on final earnings but on the 
conditions under which the com- 
pany must finance itself, if such 
action should be needed. At any 
rate, it is an element bankers take 
into consideration in their pre- 
liminary analysis of projected 
financing. The return on book 
value is, thus, a measure of great 
value but its. significance is 
heightened in connection with the 
turnover of fixed assets. This lat- 
ter is the ratio between total sales 
and the value of plant and equip- 
ment, generally taken after depre- 
ciation. A glance at the table will 
show how widely these items vary 
between the individual companies 
of each industry. 

Companies pursue _ different 
policies with regard to deprecia- 
tion. In the inflationary period 
through which we are passing, it 
is well to remember that replace- 
ment costs are much higher than 
at the time the depreciated facili- 
ties were constructed. Hence, a 
misleading impression may be 
gained by merely accepting return 
on book value at face as an index 
of actual op -vating results, as re- 
placement cests can easily be 100 
to 200% higher. This means that 
actual profits on capital may be 
considerably less than those indi- 
cated. For this reason, companies 
which report the highest ratio of 
profit to capital employed obvi- 
ously are in a more favorable 
position than those which have a 


(Please turn to page 206) 
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smaller ratio, as they have a 
wider margin through which to 
make any accounting adjustments 
that might be required in an ac- 
tive period of replacement at high 
costs. 


Inventory Turnover Important 


Turnover of inventory is also 
an important index as it indicates 
the dependability of the demand 
for products and efficiency of 
sales. Those companies which 
have increased their rate of turn- 
over of inventory in the past few 
years have, as a rule, had the best 
earnings results. On the other 
hand, rapidity of turnover of in- 
ventory may impose financing 
burdens if the volume of sales 
should have increased beyond the 
normal capacity of the company. 
There are many interesting com- 
parisons of this item in the table 
and they are worth studying. 

This is well illustrated by the 
drug group, in which Parke, 
Davis has shown the greatest 
progress in the past few years 
with respect to the rapidity with 
which its inventory has been 
turned over. The fact that this 
company is also the leader with 
respect to percent of profit to net 
worth and turnover of fixed assets 
is also significant. With respect to 
the ratio of profits to sales, it 
stands next to Pfizer which leads 
the field. 


Office & Business Equipment 
Industry 


The office and business equip- 
ment industry offers some _ in- 
teresting comparisons. Interna- 
tional Business Machines is the 
leader in the ratio of profit to 
sales and turnover of inventory. 
Underwood seems to have made a 
comparatively poor showing since 
1947 in the ratio of profits to 
sales, profit to net worth and 
turnover of inventory. 

In the building industry, as 
might be expected, U. S. Gypsum 
and Johns Manville both show up 
well with regard to operating 
data. These are the two leaders in 
the ratio of profit to sales and 
turnover of inventory. Both have 
had consistent records in this 
respect, a condition reflected in 


their substantial earnings. It is 
interesting to note that American 
Radiator’s rate of inventory turn- 
over has declined in the past few 
years which is one of the factors 
accounting for the sluggish action 
of the shares. 

In the auto parts & accessories 
group, Bendix has had the best 
record with respect to the rate of 
progress in profit to sales, profit 
to net worth and turnover of fixed 
assets, a condition duly reflected 
in the steady increase in earnings. 

Space limitations prevent 
further individual comparisons 
but we suggest our readers retain 
the accompanying table for future 
reference, as it illustrates the 
fundamental operating character- 
istics of the companies over the 
past five years. They should be 
referred to, of course, in connec- 
tion with actual earnings as pub- 
lished in successive issues of this 
Magazine. As a rule, it will be 
seen that net profits, as reported, 
have a very definite relationship 
with the various measurements of 
management which we have de- 
scribed in this study. 
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to the growing impression that 
carrier managements would be 
justified in disbursing a larger 
proportion of 1952 earnings. 

That the value of modern roll- 
ing stock, motive power and sig- 
nal devices is widely appreciated 
can be seen in the trend toward 
larger expenditures on diesel lo- 
comotives and centralized traffic 
control systems. Industry surveys 
show that 52.7 per cent of gross 
ton miles of freight hauled last 
year was by diesel power. 


Increasing Operating Efficiency 


Prospects remain promising for 
railroads in that the full benefits 
of operating efficiency still have 
not been achieved. Indications 
point to continuance of the arma- 
ment programs, involving heavy 
expenditures on military necessi- 
ties that usually require move- 
ment by freight train. Labor con- 
ditions are reassuring under the 
contract that runs until late next 
year. Wages are governed by 
terms of an escalation clause tied 
to the Bureau of Labor Statistics 
cost-of-living index. Living costs 
recently have been showing a ten- 


dency to level off or even recede 
slightly. Thus railroads may lh 
faced with a period of relatively 
high traffic, increasing operating 
efficiency and tranquility in labor 
relations—all important factors in 
measuring earning power. 

The accompanying table gives 
a list of leading roads, arranged 
regionally, which have made ex. 
ceptional progress in reducing 
fixed debt requirements over the 
past decade, and which have also 
expended very large amounts dur- 
ing that period for capital im- 
provements of different kinds. The 
importance of these changes con- 
sists of the effect they have had 
in substantially increasing the 
earnings base of the roads enum- 
erated. 


Comment on Individual Rails 


For the convenience of our 
readers, we are appending re- 
marks concerning the market sta- 
tus of the various issues listed in 
the table from the standpoint of 
their relative prospects at this 
stage of the market. 

Illinois Central, currently pay- 
ing $3.50 a share annually, yields 
4.8% at prevailing price. For the 
time being the stock appears to 
have exhausted its market poten- 
tialities but merits consideration 
for its longer-range possibilities. 

Atlantic Coast Line has supple- 
mented its 1952 dividend with an 
extra of $1, bringing the year’s 
disbursements to $6 a share, still 
a modest distribution on indicated 
earnings of close to $21 a share. 
At current price the yield is 5.7%. 
The issue, after its runup to 118 
from a low this year of 7534, ap- 
pears to have encountered some 
profit-taking, but viewed on a 
long-range basis the stock should 
be held for both income yield and 
possible further price appreci- 
ation. 

Seaboard Air Line current divi- 
dend rate of $5 a share, yields at 
prevailing market price 4.6%. The 
strong market action of the stock 
reflects the greatly improved phy- 
sical and financial condition of 
the road, a rising trend in earn- 
ings and an anticipated higher 
dividend or stock-split or both. 

Southern Railway, currently 
paying $4 a share annually re- 
turns a yield of 5.7%. Despite its 
rise to recent high price around 
703, the stock appears to be some 
dstance from exhausting its mar- 
ket possibilities. While the up- 
trend from this level may be 
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raised 1952 dividend payments to 
$5.75 a share, on which basis the 
stock is currently selling to yield 
6.4%. With prospects of traffic 
holding to present high levels, the 
strong cash position and absence 
of debt maturities, long-range out- 
look is underlaid by strong near- 
term potentials. 

Chicago, Rock Island & Pacific 
currently paying $4 annually 
yields 5.9%. Near-term price im- 
provement may be restricted fol- 
lowing the 10-point advance 
scored this year. The stock from 
standpoint of long-range possibi- 
lities, however, holds strong at- 
traction, and a higher dividend 
could be paid. 

Denver & Rio Grande Western, 
currently paying $4 a share an- 
nually yields 5.4%. Reactionary 
tendency developing in the stock 
following its climb to a year’s high 
of 8214, appear to be of a techni- 
cal nature. With earnings for the 
current year indicated at close to 
$20 a share and traffic holding to 
current levels into 1953, the stock 
should improve marketwise, es- 
pecially with prospects of more 
liberal dividends and possibly a 
stock-split. 

1952 
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nual dividend rate of $3 a share 
inaugurated after the 2-for-1 split 
last summer, affords a yield of 
7.3%. While the issue may mark 
time marketwise it has definite 
long-range appreciation potenti- 
alities and with earnings at the 
1952 rate continuing into next 
year, the possibility of a larger 
dividend in 1953 are good. 

Great Northern, currently pay- 
ing $4 a share annually yields a 
return of 7.7%. Price apprecia- 
tion for this stock has not been 
as broad as that recorded in other 
rails. The issue could do better 
marketwise with a continuation of 
strength in the rail group. The 
long-range prospects are bright in 
view of the industrialization of 
the northwestern territory and the 
progress of the Columbia Basin 
irrigation project. 

Union Pacific, currently paying 
$6 a share annually sells to yield 
5.4%. The stock appears to have 
spent itself as a result of its ad- 
vance to 1952 high of 12114. The 
investment qualities of the issue, 
the good yield and long-range out- 
look justify weighing the stock 
for its long-term appreciation 
possibilities. 


outlook remains favorable. 

In connection with the follow- 
ing rails included in the table, 
namely, Erie, New York, New 
Haven & Hartford, St. Louis- 
San Francisco and Chicago, Mil- 
waukee, St. Paul & Pacific, these 
issues still seem in the specula- 
tive stage. While all of them have 
made progress in many directions, 
they still have some way to go be- 
fore they can be considered as hav- 
ing safely emerged from past 
difficulties. 


The South American Handbook: 
1952 


Some readers may be surprised to read 
that more people live in Latin America 
than in the United States. The estimated 
population of the former is 152,800,000 
in an area two-and-one-half times the 
size of Europe. These figures appear in 
the introduction to the new, 29th edition 
of The South American Handbook: 1952, 
with a number of chapters completely 
re-written. For many years this Hand- 
book has been recognized as the standard 
guide to the countries south of the Rio 
Grande. It is logically published in Lon- 
don, as the British for many years sup- 
plied the major capital and personnel 
in developing South America’s many 
resources. 

The H. W. Wilson Co. $2.00 
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Listen! 


... wherever women get 
together, the new motion pic- 
ture, “Breast Self-Examina- 
tion” is news! . . . at neighbor- 
hood and civic centers... in 
factories and business offices 
...at social, fraternal and 
service meetings, we are show- 
ing this film to countless thou- 


sands of American women. 


If you don’t know where you 
can see this film, telephone the 
American Cancer Society of- 
fice nearest you, or address 
your letter to “Cancer” in care 
of your local Post Office. An 
A.C.S. educational program 
may save the lives of many 
of your neighbors, fellow- 


workers or friends. 
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Our Foreign-Domestic Trade 
Dilemma 
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exception of petroleum companies, 
practically no new capital has ven- 
tured into Indonesia. On the con- 
trary, there has been a concealed 
outflow of Dutch capital. Mean- 
while, the Indonesian population 
is increasing at the rate of over 
one million a year, and pressure 
on the available land grows worse 
and social unrest is fomented by 
the communists. 

Another country which will 
need plenty of foreign capital is 
Nigeria, now on the way to do- 
minion status within the British 
Commonwealth. The population, 
at present around 25 million, is 
growing at the rate of 400,000 a 
year. The land available for culti- 
vation is plentiful, but can be 
made to produce only if water con- 
servation is practiced and if the 
natives are provided with proper 
tools and educated in better farm- 
ing methods. 


Change in Attitude Needed 


Before American Government 
capital and later private capital 
can be induced to flow into the less 
developed countries at a pace two 
or three times that at present, a 
lot of knotty problems will have to 
be ironed out. 

On their part the undeveloped 
countries must accept the idea 
that American capital, whether 
government or private, is not in- 
terested in political encroachment 
or colonial-like exploitation, but 
only in a chance of fair profit and 
in the protection of its investment. 
Hence guarantees of fair treat- 
ment, of compensation in case of 
nationalization have to be made 
more fool-proof than they are 
now. There must be extensive ex- 
amination of the differences in 
laws and customs and of the prob- 
lems that may arise from unex- 
perienced administration of the 
less developed countries. 

On the other hand grievances of 
the underdeveloped countries will 
also have to be considered, par- 
ticularly since the memory of co- 
lonial practices is still fresh. If the 
flow of American capital into eco- 
nomically underdeveloped coun- 
tries is to mitigate social and po- 
litical pressures which the com- 
munists are so ready to exploit, 
the investors must be interested 
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in the balance of the country, 
rather than in the exploitation of 
natural wealth, taxes, royalties, 
etc. Only a part of the investment 
must go into the development of 
production of consumer goods — 
foodstuffs above all—for the 
benefit of the local population. The 
nineteenth century idea of invest- 
ing in a country to exploit export- 
able resources is no longer con- 
sidered a sound one. In the future 
all sectors of the receiving country 
are to benefit from investment. 

What all this means is that the 
Amerjcan taxpayer, instead of 
helping to finance a part of West- 
ern European rehabilitation pro- 
gram, will be asked to step up the 
development of backward coun- 
tries. This shift may not bring 
about an immediate tax relief. 
But it should bring about a 
greater social and political sta- 
bility in the underdeveloped coun- 
tries which are at present most 
vulnerable to communist propa- 
ganda. It should, moreover, bring 
about a greatly expanded flow of 
trade and thereby mitigate the 
chances of serious business reces- 
sion in the future. 
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without hindrance. 

Perhaps of even greater im- 
portance than the tasks ahead 
that we have mentioned, is the 
confidence that will be restored in 
the integrity of our government. 
Individual mistakes in policy on 
the part of the old Administration 
may be forgiven at some future 
date but it is doubtful that the 
American people will ever con- 
done the low moral level that in 
recent years has characterized our 
government. This has not only re- 
duced the respect which Ameri- 
cans normally have for their gov- 
ernment but has exposed us to the 
scorn of the world at a time when 
it was vital to retain its whole- 
hearted support. 

It is indeed fortunate, there- 
fore, that in General Eisenhower 
the nation possesses a leader who 
is the embodiment of rectitude. It 
only follows that the high moral 
tone set by the next President will 
percolate through all ranks of our 
government officials down to the 
least important and will have a 
marked effect on the people them- 
selves. 

America has always been for- 
tunate in that, in times of great 
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crisis, it has been able to produce 
great leaders to cope with the 
emergencies of the time. In plac- 
ing General Eisenhower in the 
White House with such universal 
and fervent acclaim, the people 
proclaim to the entire world that 
they have found their leader and 
that they intend to follow him in 
full confidence and faith. This is 
the message they wish to register 
throughout the entire world, to 
friend and foe alike. 
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pany’s stock in 1946 and compares 
with $67,197,542 for the 12 
months period a year earlier. 

Net profit for the 1952 fiscal 
period amounted to $2,355,153 
equal to $2.07 per share of the 
common stock outstanding. This 
compares with $2,827,433 or $2.49 
per share in 1951. 

Total taxes during the year, in- 
cluding Federal income taxes, 
amounted to $4,337,256, or $3.81 
per share—a higher percentage of 
the sales dollar than was retained 
by the company in the form of 
net earnings. 

Sales are remaining substan- 
tially higher, since as of June 30 
orders totalling approximately 
$29 million were on the company’s 
books. 

During June 1952, operations 
were begun at the new Bishopville 
Finishing Plant at Bishopville, 
South Carolina. This new unit— 
the third finishing plant owned 
and operated by Reeves Brothers, 
Inc enables the company to utilize 
the most modern machinery avail- 
able for the processing of quality 
synthetic fabrics. 

Dividends in 1951 totalled $1.20 
per share and 30 cents quarterly 
has been paid thus far in the cur- 
rent year. 


GENERAL TELEPHONE 
CORPORATION 


“T understand that General Telephone 
Corporation is a large independent tele- 
phone system with good growth pros- 
pects. Please furnish recent earnings 
and dividend payments.” 

L. H., Boston, Mass. 

Consolidated net income of Gen- 
eral Telephone Corporation and 
subsidiaries for the first nine 
months of 1952 was $6,001,130 as 
compared with $3,983,425 for the 
same period of 1951. Consolidated 
net income for the twelve months 
ended September 30, 1952 was 
1952 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATIO® 


PLYMOUTH ler DE SOTO” | 
DODGE 2 , pall CHRYSLER | 
| 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable December 12, 1952 
to stockholders of record at the close 
of business November 17, 1952. 


B. E. HUTCH'NSON 


Chairman, Finance Committee 


$7,546,517 as compared with 
$5,299,917 for the twelve months 
ended September 30, 1951. 

After dividends on preferred 
stock of General Telephone Cor- 
poration, the consolidated net in- 
come available for the common 
stock of General for the first nine 
months of 1952 was $5,247,754 as 
compared with $3,642,010 for the 
same period last year. The per 
share earnings for the first nine 
months of 1952 were $2.65 against 
$2.22 in the first nine months of 
1951 on the average number of 
shares outstanding. 

For the twelve months ended 
September 30, 1952, the net income 
available for the common stock 
after preferred dividends was 
$7,546,517 as compared with $4,- 
844,697 in the preceeding twelve 
months. Per share earnings on the 
common stock for the twelve 
months ended September 30, 1952 
were $2.83 on the average num- 
ber of common shares outstanding 
of 1,967,600 as against earnings 
of $2.52 for the twelve months 
ended September 30, 1951 on 
1,585,800 average number of com- 
mon shares outstanding. 

Telephones in service of the 
System companies at September 
30, 1952, 1,487,000, an increase 
of 82,000 over the year previous. 

Cash dividends in 1951 totalled 
$2.00 per share and 50 cents 
quarterly has been paid in the 
current year. 


SEEGER REFRIGERATOR 
COMPANY 
“Please furnish data on Seegar Re- 
frigerator Company in regard to sales 
volume outlets and have they defense 
contracts?” W. R., Raleigh, N. C. 
Sales of Seeger Refrigerator 
Company reached a new high of 
$88,781,380 in the fiscal year 
ended August 31, 1952, compared 
with $84,972,022 the year before 
and earnings after provision for 
(Please turn to page 210) 























American-Standard 
PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable December 1, 1952 to stock- 
holders of record at the close of business 

on November 21, 1952. 

A dividend of 25 cents per share and a 
special dividend of 25 cents per share on 
the Common Stock have been declared, 
payable December 15, 1952 to stock- 
holders of record at the close of business 


on November 21, 1952. 
AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 








CONTINENTAL 


C CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-cuarter cents ($.93%4) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has peen 
declared payable January 2, 1953, to 
stockholders of record at the close of 
business December 15, 1952 

LOREN R. DODSON, Secretary. 











“A Family of 
Famous Names’’ 


[ | MANUFACTURING 
CORPORATION 





The Board of Directors of Aveo 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable December 20, 
1952, to stockholders of record 
November 28, 1952. 

R.S. Pruitt, Secretary 


420 Lexington Ave. 
New York 17, N.Y. 
October 30, 1952 











DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors 
has today declared a 
quarterly cash dividend 
of 75 cents per share on 
the common stock of 





this Company, also an 
extra cash dividend ot 
25 cents per share. both 
payable December 5, 
1952, to stockholders of 
record at close of busi- 
ness, November 3, 1952. 
c. L. SWIM 
Secretary 


<SKELLY 


Oct. 21, 1952 











WINDOM’S WAY 
By JAMES RAMSEY ULLMAN 


In Windom’s Way Mr. Ullman reaches 
a new peak as a story-teller, with a tight 
and beautifully plotted novel that comes 
to a powerful and inevitable climax. He 
has created a remarkable, heroic figure 
in the person of Dr. Windom, and he 
has dealt searchingly with the problems 
that possess us all today. 


Lippincott $3.00 
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Answers to Inquiries 





(Continued from page 209) 


income and excess profit taxes 
totalled $4,685,346 as against 
$4,155,176. 

The year’s earnings were equal 
to $4.21 a share on 1,100,000 
shares of common stock outstand- 
ing, compared with $3.78 a share 
on the same number of shares last 
year. 

Demand for the company’s 
products increased substantially 
the latter part of the year, with 
the result that inventories of fin- 
ished goods at the St. Paul and 
Evansville plants were almost en- 
tirely shipped out by August 31. 
Plants are expected to be busy in 
coming months supplying cus- 
tomer demand, building up inven- 
tory in anticipation of the Spring 
selling season and filling defense 
orders. 

The company has been awardéd 
additional sub and prime defense 
contracts for various types of air- 
craft equipment. The St. Paul 
plant builds drop fuel tanks for 
jet fighter planes, while the 
Evansville plant produces the em- 
pennage, wing slats, flaps, ailer- 
ons, rear fuselage sections and 
outer wings for both aircraft 
corps and Navy jet aircraft. The 
latter plant is also under contract 
to produce a revolutionary new 
constant speed hydraulic drive 
transmission for Air Corps and 
Navy planes. 

Defense contracts at Evansville 
are sufficient to keep the plant 
busy through the coming year. At 
St. Paul, orders for airplane tanks 
will require operation at above 
normal eapacity for the greater 
portion of next year, with addi- 
tional orders under discussion. 

A complete automatic defrost 
refrigerator was placed on the 
market and the results, the com- 
pany said, show it to be the “most 
trouble free refrigerator available 
today”. 

Seegar Refrigerator Company 
manufactures the Coldspot line of 
household refrigerators, farm and 
home freezers and dehumidifiers 
for Sears Roebuck & Co., house- 
hold refrigerators for Mont- 
gomery Ward & Co., and commer- 
cial refrigerators, display cases 
and ice-makers for the Frigidaire 
Division of General Motors Cor- 
poration. 

Dividend including extras total- 
led $2.05 a share in 1951 and 
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$1.60 has been paid thus far in 
the current year. 





The Election and the Market 





(Continued from page 164) 


If the market can capitalize 
further on the outcome of the elec- 
tion, it should be along selective 
lines. Where stocks have above- 
average appeal on the basis of 
longer-term potentials, the appeal 
of those in line for important 
EPT relief should be enhanced. 
Selections require individual 
analysis, for the industry ap- 
proach can be either inadequate 
or misleading. A partial list of ex- 
amples would include American 
Cyanamid, du Pont, General Mo- 
tors, Chrysler, Goodrich, General 
Foods, General Electric, Borg- 
Warner, International Harvester, 
Reynolds Tobacco, Monsanto 
Chemical, Pittsburgh Plate Glass 
and Thompson Products. 

Relief from price control will 
be of decisive and enduring bene- 
fit to few lines of business; for 
most would have difficulty in get- 
ting above-ceiling prices now, 
much less under more.competitive 
long-run conditions. Cigarette 
makers figure to benefit materi- 
ally. Partly for that reason, the 
stocks have already risen substan- 
tially from 1952 lows, although 
they are still in historically mod- 
erate ground. Cement makers 
have a favored demand prospect 
for some time ahead, and prob- 
ably could get higher prices if 
permitted. The same appears true 
for producers of copper and sul- 
phur, but with the benefit unlikely 
to last any great time in view of 
steadily increasing supplies. In 
more lines than not the benefit, if 
any, would be relatively small and 
would result simply from _ in- 
creased flexibility in pricing 
where a variety of items are in- 
volved, and from the elimination 
of paper work now required by 
OPS regulations. 

The election will mean state, 
rather than Federal, control of 
tidelands oil and gas reserves. 
That promises some speed-up in 
their development, since oil com- 
panies are used to, and prefer 
working with, state agencies. It 
will not be a bonanza in any sense 
for the oil companies. Some with 
important interests in offshore 
leases are Humble, Shell, Stand- 
ard of California, Standard of 
Indiana, Plymouth, Pure Oil and 
Texas Company. 


Our policy remains conservative 


and selective. We continue to 
think that the industrial average 
has a very tough row to hoe in 
any effort to get significantly 
above the clear-cut 275-280 supply 
level.—_Monday November 10. 





United States Military 
Orders In Europe 





(From the 7th Quarterly report 
to the President) 


The United States program of 
military procurement in Western 
Europe was started just over a 
year ago, for the purpose of devel- 
oping a larger European produc- 
tion base and thus enabling those 
countries to provide more fully for 
their own future defense require- 
ments. At the end of June 1952, 
about $700 million in contracts 
for major matériel had _ been 
placed. Nine countries are ac- 
counting for the bulk of the pro- 
duction. In addition, the United 
States has placed contracts for 
quartermaster items for U. S. 
troops stationed in Europe. 


These offshore procurement 
contracts not only produce essen- 
tial military equipment but help 
utilize more fully the labor and 
other resources of these countries 
and make dollars available for im- 
ports needed for both defense pro- 
duction and civilian supply. 
even larger volume of contracts is 
expected to be placed during the 
next 9 months. 

The largest outlays under the 
contracts placed to date cover the 
purchase of aircraft, naval ves- 
sels, ammunition, and electronics 
equipment, which will be delivered 
to the European NATO forces ac- 
cording to allocations. About 12 
percent will be delivered for the 
use of United States troops. 


A proposed program of addi- 
tional combat plane production in 
Western Europe for the NATO 
air forces has recently been devel- 
oped by the NATO international 
staff in consultation with United 
States representatives. This pro- 
gram calls for the purchase of 
over $400 million in planes and 
spare parts, the cost to be covered 
partly by the United States and 
partly by the European nations 
themselves. 

Negotiations also are under 
way for the production in Great 
Britain of Centurion tanks under 


(Please turn to page 212) 
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Share In Our New and Coming ‘ 
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The principles and policies which have been advo- 
cated by our newly-elected President—have been 
carefully studied—so our new investment programs 
are geared to probable changes ahead. 


Right now, we are recommending at specific prices 
six highly promising situations for 1953—issues that 
should DO WELL and PAY YOU WELL. 

... And, at individual bargain levels, we will make 
further judicious selections including medium and 
low-priced stocks, which should be among coming 
market leaders...to round out our three diversified 
investments programs: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 


PROGRAM TWO...Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 

PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 


Mal Coupon “Cees adacedaatio 
Joday 


Special Offer 


Recommendations for 
Profit and Income 
— Under Eisenhower Policies 







take profits ... but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy on 
this advice is continuously supervised so you are never 
left in doubt as to your position. 


You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, as Republicans assume control 
...as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 
Send a list of your present holdings, twelve at a time, 


so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 


Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the six 
highly promising situations we have just selected... 
and can be ready for coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 
service if you ENROLL NOW. 





FREE SERVICE TO DECEMBER 15, 1952 wee ereoroeo 1 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street. 90 Broad Street. New York 4. N. Y. 


I enclose [J $60 for 6 months’ subscription: [) $100 for a year’s subscription. 
(Service to start at once but date from December 15, 1952) 








MONTHS’ 
6 $60 


SERVICE 


MONTHS’ 
12 SERVICE $100 


Complete service will start at 
once but date from December 15. 
Subscriptions to The Forecast 
are deductible for tax purposes. 


NOVEMBER 15, 1952 





tae 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: (1 $1.00 six months: (| $2.00 
one year in U. S. and Canada. 

Special Delivery: [] $4.00 six months 
[] $8.00 one year. 


Name 
Address 
City F 


Your subscription shall not be assigned at 
any time without your consent. 


[] Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


State 
List up to 12 of your securities for our 
initial analytical and advisory report. 











United States Military 
Orders in Europe 





(Continued from page 210) 


the offshore procurement pro- 
gram. 

The flow of United States pro- 
duced and financed military equip- 
ment destined for Western Eu- 
rope has doubled in recent months. 
This is a sharp trend. Cumula- 
tive shipments since 1950 totaled 
nearly $2.6 billion as of July 31, 
1952, and programs approved at 
that time called for further ship- 
ments of nearly $12 billion. 

In July, to take a single month, 
1,400 tanks and combat vehicles, 
11,000 motor transport vehicles, 
207,000 small arms and machine 
guns 1,330 artillery pieces, 53 air- 
craft, and 22 vessels were dis- 
patched to all recipient countries. 
Many other items of supply and 
equipment were also shipped in 
quantity. 





The Trend of Events 





(Continued from page 160) 


anticipated that the improved cli- 
mate in Washington as a result of 
the election may find its reflection 
eventually in greater investment 
confidence. Such a change, how- 
ever, need not be anticipated for 
the immediate future, as it will 
take many months for the new 
administration to set its course. 
In the meantime, investors would 
do better to confine themselves to 
consideration of the prospects for 
their dividends on an individual 
basis. This will prove more prac- 
tical than generalization about 
dividends as a whole. 





Utilizing Manpower 
Resources 





(From the 7th Quarterly Report 
to the President) 


In August total nonfarm em- 
ployment had risen to 55.4 million, 
an all-time peak for the month 
and 500,000 above the same period 
last year. 

The employment increases that 
brought total nonfarm employ- 
ment to record high in August and 
September have been largely in 
nondefense activities. 


Significant recoveries, for ex- 
ample, have been evident espec- 
ially in the textile, apparel, and 
leather industries in recent 
months. As consumer buying has 
improved and inventories have 
been depleted, the employment 
downtrends that prevailed during 
most of 1951 have been reversed. 
Lay-off rates this summer in the 
soft goods industries were sub- 
stantially below those of a year 
ago — and in apparel and leather 
were in fact among the lowest 
rates since World War II. Soft 
goods employment has picked up 
much of the 1951 loss—and the 
average workweek in August was 
one-half hour or more above 1951 
levels in each of these industries. 
Although employment in New 
England textile centers has im- 
proved, unemployment of mill 
hands in this area remains high 
and is a matter of much concern 
to all groups seeking to relieve 
conditions of unemployment dis- 
tress. 

The shifting of classifications 
reflected the gradual tightening of 
the labor market which has been 
continuing throughout this year. 

The number of major labor 
market areas classified as having 
labor surpluses declined by six 
during the quarter, as the number 
of areas with “substantial labor 
surplus” declined from 21 to 19 
and the number with “moderate 
labor surplus” from 95 to 91. 

Graaual tightening of the New 
York City labor market area spot- 
lights this trend. By the close of 
the quarter employment had risen 
and unemployment dropped suffi- 
ciently to reclassify the New York 
area from one of substantial labor 
surplus to one of moderate labor 
surplus. This huge labor market, 
with a labor force of nearly 5 
million, has since last year experi- 
enced rising employment in the 
garment industry and in such 
defense industries as ordnance, 
shipbuilding, and aircraft. As a 
result unemployment has dropped 
nearly 14 percent over the year. 


BOOK REVIEWS 


The Frontiers 
By JOHN STRACHEY 


The Frontiers is the story of a British 
flier shot down over occupied France 
early in World War II and of his peri- 
lous attempt to evade capture by the 
Nazis and their French collaborators. 
With the help of Madeleine, with whom 
he falls in love, and other Underground 
workers whom he meets throguh Made- 








leine, he hopes to cross the frontiers that 
stand between him and safety. But on 
the long, dangerous journey he also 
awakens to those frontiers of the mind 
and spirit which every thinking person 
must cross to personal freedom. 


Random House, Ine. $3.00 


Postmarked Moscow 
By LYDIA KIRK 


Postmarked Moscow is a really differ- 
ent sort of book about Russia. Lively, 
acute and informal, it gives an American 
woman’s view of the day-to-day living 
that never appears in the political chron- 
icles of the U.S.S.R. 

Mrs. Kirk has an engaging style of 
writing that makes her book one of ex- 
traordinary wit and urbanity. At once 
unassuming and astute, Postmarked 
Moscow will appeal to both men and 
women, for it gives a true and reveal- 
ing picture of everyday life behind The 
Iron Curtain. 


Scribner $3.00 


Behind the Wall Street Curtain 
By EDWARD DIES 


Powerful economic and social forces 
now have had their effect on Wall Street, 
with shifting tides of population draw- 
ing the trend of finance to the West and 
the South, with Washington planners 
meantime striving to transfer Wall 
Street to Pennsylvania Avenue. 

We see the phenomenal rise of mutual 
funds, the growing significance of in- 
vestment companies, trust funds and 
pension funds in the economy, and the 
steadily rising interest in American in- 
dustry by the small investor despite the 
distorted political curtain draped over 
Wall Street. 

Mr. Dies points out that the United 
States is becoming a nation of small 
capitalists and the envy of the world 
because our financial system is “a 
mighty rock in a sea of world disorder.” 
He emphasizes that mistakes of the past 
have been admitted, that corrective 
measures have been taken, and that 
Wall Street as a symbol of freedom of 
trade by free men will endure in the 
changing patterns of America’s bold 
forward drive. 


Public Affairs Press $2.75 


Basic Statistics 


By GEORGE SIMPSON and 
FRITZ KAFKA 


Throughout the book statistics is dealt 
with as a living, human activity, not an 
abstract body of formulas and proced- 
ures. In every chapter the authors have 
made it a point to connect technical as- 
pects with statistical thinking and prac- 
tice. The discussion is restricted to basic 
concepts and these are set forth in such 
a way as to require only a knowledge of 
arithmetic and elementary algebra for 
their understanding. Every formula is 
first explained in words before being 
presented in symbols. 

The examples and problems included 
at the end of the book constitute a labo- 
ratory manual with more than sufficient 
material for use in a_ one-semester 
course. 


Norton 
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so! Changes Ahead for Your Securities 
Under the Eisenhower Administration 








liffer- 
ively, 
rican 
Iving 
hron- The principles and policies championed by Dwight D. Eisenhower indicate 
— that there will be significant revisions in government programs. This is an 
f ex. important time, therefore, to reappraise every issue you own in light of 
hed probable changes. 
and 
7. A HELPFUL UP-TO-DATE 
ia REPORT FOR YOU 
U 
To assist you in this critical time, we 
™ extend to you a special invitation to 
submit your list of security holdings 
for our personal survey, if your in- 
es vestments are worth $20,000. or 
aw- more. 
and 
ers Our report to you will comment con- 
ran cisely on your diversification, the in- 
tual come your account produces... and 
oa will point out some of the securities 
the we regard as least attractive ... and 
vl certain others worthy of only temporary retention. 
ver 
a WITHOUT OBLIGATION—OUR VALUABLE COMMENTS ON YOUR POSITION 


ll ° ° ° ies ° 
x The pertinent and informative nature of our preliminary analyses is clearly 
shown by the comments of responsible investors who have taken advantage of 


“ this special offer extended to you now. 


“se **,..areally admirable report regarding my portfolio.”’. . .“‘I gave you a big 
i job and you gave me a thorough report.”. . .“‘I have read your report with 


a great deal of interest and appreciate the care and trouble you went to in 
preparing it.”’. . “Your comments and the wisdom of using investment coun- 
sel sound very reasonable.”. . .““Your Preliminary Analysis received and it 
seems to be what I am looking for. I am going to take this service.” 


Our survey of your account will also tell you how our counsel would aid you 
in safeguarding and increasing your capital and income. It will tell you the 
elements of our service and quote an exact annual fee for our supervision. 


i. SEND YOUR LIST OF INVESTMENTS TO US TODAY and we shall be glad to 
go ahead at once with our report to you... with no cost or obligation. All in- 
4 formation you give will be held in strict confidence. Please give your personal 
objectives and requirements so our comments can be as pertinent and valu- 
h . e e e . 

able as possible. This offer is open only to responsible investors who are 
interested in learning more about our investment counsel. 
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INVESTMENT MEANAGEMENT SERVICE 
A division of THE Macazine oF WALL StreEET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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Be Happy-GO LUCKY, ! 


In a cigarette, 


Mgr 
‘es 


taste makes « 





the difference- j 


and Luckies 


taste better! 





For two important reasons: 


1. They’re made of 
fine tobacco! 





2. They’re made | 
better —fo f ‘ 7 ITS Toastep« 
taste better! 
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